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Chapter I. 

DEVELOPMENT OF THE TAXATION OF TRANSPORTATION COM- 
PANIES. 

In its report, issued in 1880, the railway tax committee^ asserted that ** there is 
no method of taxation possible to be devised which is not at this time applied to 
railroad property in some part of this country." When this statement was made 
the States were passing through a middle experimental stage in their taxation of 
transportation companies; and though twenty years have since elapsed, another 
period of more definite experiment has only just begun. A chaos or tax systems 
almost, if not quite, equal to that which confronted the committee still prevails. 
But confused and confusing as railway tax laws have been and still are, both 
legislation and judicial decision give evidence of progress toward a better state 
of things. Even prior to 1879, the year of the activity of the committee, clearer 
comprenension of tax problems to be solved had already set on foot a movement 
for reform; and the past two decades have witnessed changes still more notably 
in the same direction. It is the general trend of these changes which this chapter 
attempts to describe. 

In the developing of its transportation facilities the United States has acted as 
a group of communities at widely different stages of industrial development. 
After the East had in a measure settled the question of an adequate transporta- 

1 The report of this committee was entitled Taxation of Railroads and Railroad Securities. The 
committee, the members of which were C. F. Adams, jr., W. B. Williams, and J. H. Oberly, was 
appointed at a convention of State railroad commissioners to report methods of taxation respecting 
railroads and railroad securities. 



tion system the railway growth of the West was still in its incipient stage. Cor- 
respondingly, the East after continuous experiment was the first to devise definite 
methods of railroad taxation, some mistakes in the developing of which the States 
of the West were subsequently enabled to avoid. But in the main the general 
course of the development has been the same in both sections, and the same con- 
servative attitude toward innovation is to be noted throughout. 

In tracing the course of this development it will be convenient to gi*oup the 
successive steps within two periods. To be sure, it will not be possible to assign 
any definite chronological limits to these separate stages; but the distinctive 
features in the process of change are so prominent as to group themselves broadly 
within the two periods which are here adopted. 

The first of these stages was characterized by the policy of subsidy and exemp- 
tion from taxation and by the introduction of tax methods which were made to 
operate very leniently toward the railroads. This period may be said to have 
ended with the close of tiie first decade after the civil war. The second or pres- 
ent stage has been characterized chiefly by the adoption and extension of definite 
methods of railway taxation, in the main distinct from the general-property tax 
as ordinarily administered in the taxation of individuals. 

A. FIRST PERIOD— PUBLIC AID AND TAX EXEMPTIONS. 

1. State construction of railroads. — One reason for the slight progress which 
has been made in the field of railway taxation i» to be found in the comparatively 
recent origin of the railway systems themselves. The building of railroads in 
the United States had scarcely begun before 1830, and, from the financial stand- 
point, it was not until after the period of the civil war that the ultimate success 
of the railroad experiment was assured. In 1830 population was sparse and the 
capital of the country was limited. At that time the States themselves were 
quite widely engaged in works of internal improvement, but with the introduc- 
tion of railways the States appear to have been averse to engaging directly in 
this new form of enterprise, with the result that the construction of railway 
lines was left chiefly to individual initiative.^ 

2. State and local aid. — Capital, however, in addition to the mere fact of its 
scarcity, was hard to secure for investment in an enterprise which gave no pros- 
pect of substantial or immediate returns. Under these circumstances, it was but 
natural that the various State legislatures should be impressed rather with the 
expediency of stimulating railway investments by special auxiliary enactments 
than of restricting their extension by the imposition of taxes. Accordingly, with 
a view toward encouraging the growth of a service which was seen to be of vital 

1 There are some instances of independent action on the part of States in the construction and owner- 
ship of railway lines, as well as cases where State policy looked definitely toward State ownershij): but 
such instances are both relatively rare in number and almost entirely limited to the early period of 
railway construction. For instance, in Pennsylvania the canal commission was authorized in 1827 
to estimate the expense of constructing a railroad from Harrisburg to Chambersburg. and in the fol- 
lowing year the same commission was empowered to contract for the construction oi a railroad from 
Philadelphia to Columbia. For a number of years after various appropriations for purposes of railroad 
construction are to be found in the State's general appropriation bills. 

In Georgia during the thirties the State, through tne agency of a board of State commissioners, 
constructed the Western and Atlantic Railroad. This road was operated by the State until 1870. It 
has since been operated under lease by private parties. The rental for 1900 amounted to $420,012. 

During the thirties Michigan projected an elaborate plan of railway construction under the direc- 
tion of a board of internal improvement. This plan provided for the building of a northern, a central, 
and a southern road. The northern project was abandoned in 1841 and a wagon road constructed 
instead; but large sums were expendea on the central and southern lines up to 1846, when they were 
sold to private parties and incorporated, respectively, as the Michigan Central and Michigan South- 
ern lines. In both cases the State reserved the right to repurchase after January 1, 1867. 

In Massachusetts, to illustrate further, the State took an active interest, almost akin to ownership, 
in the construction of the Troy and Greenfield Railroad and Hoosac Tunnel. In 1872 the legislature 
provided that the interest of the State In the Hoosac Tunnel should never be sold; and since that 
time large sums have been devoted to the improvement of that line (e.g., in 1883, $264,552; in 1884, 
$66,000) . 

In a number of instances early State policy in incorporating: railroad companies looked toward the 
possibility of subsequent State ownership. For instance, during 1831 and 1833 New York, in granting 
the charters of the New York and Albany, the New York and Erie, the Utica and Schenectady, aud 
other roads, reserved the right of purchase, to take effect within a period of five years, beginning 
ten years after incorporation. In Massachusetts charters of the early thirties the right of purchase 
was reserved for ten years (e.g., in the charters of the Franklin, the Boston, Providence and Taun- 
ton, the Boston and Lowell, and other roads). Similar provisions are to be found a few ye&is later 
in charters granted by Kentucky and Michigan. In the latter State at least a single instance of 
actual purchase is to be found, namely, in 1841, when the State purchased the River Raisin and Lake 
Erie Railroad and joined it to the Southern State road. 

A recent instance of contemplated State ownership is furnished by Arkansas where, in 1897, a 
State board was created to locate, establish, and operate State railroads and telegraphs. 



public importance, special aids.' partial or even complete exemptions from taxa- 
tion, and lenient tax methods were frequently made the subjects of general 
statute and special charter provisions. 

By 1860 the practice of granting aid to railways was widely prevalent. The 
outbreak of the civil war put a temporary check to the practice; but in 1865, 
particularly in the South,* it became even more marked than before the war. By 
1875, however, the practice began to fall into disfavor. In 1874, for instance, the 
legislature of Georgia provided that no more State aid should be given except where 
a road had a vested right to the same. In 1875 Alabama repealed her railroad-aid 
act of 1865, and Illinois in 1877 legislated that counties could not be held liable 
after 1880 for any aid which they had promised railroads. 

In a few instances, however, the practice has persisted up to quite recent years. 
Such has been the case in Kansas, where, as late as 1887, the legislature empow- 
ered the counties, cities, and townships of the State to aid railways by granting 
them subsidies and subscribing to their stock; in Maine, as late as 1891 and 1893, 
when Washington County was authorized to guarantee, for thirty years, 5 per 
cent interest on $650,000 bonded debt of the Maine Shore Line Railroad, as well 

1 Aid granted to railroads was of different types. The following classification, accompanied by 
brief illustrations, will serve to differentiate those types: 

State aid : 

(1) By general enactment. 

(a) Grants of land. 

e.g., Iowa, 1853. Railroads were empowered to occupy any State lands without 
the payment of damages. 
(6) Grants and loans of money and security. 

e. g., Alabama, 1868. The State agree,d to indorsf the first-mortgage bonds of rail- 
ways to the extent of $12,000 per mile for each 20 miles of road, as com- 
pleted, and $16,000 per mile for each 5 miles as completed, beyond the first 
20 miles. 

(2) By special enactment. 

(a) Subscriptions to stock. 

e. g., Massachusetts, 1836. State treasurer authorized to subscribe to 10,000 shares 
of stock in the Western Railroad Company. 
(6) Grants of land. 

e.g., Minnesota, 1862 and 1863. Numerous grants to the Minnesota and Pacific, 
the Root River and Southern Minnesota, the St. Paul and Pacific, and other 
railroad companies. 
(c) Grants and loans of money and security. 

e.g., Maine, 1836. The State agreed to pay the necessary incidental expenses of 
surveying the Belfast and Quebec Railroad; expenses not to exceed $5,000, 
to be refunded the State three years after completion of road. 
Massachusetts, 1837. Five million dollars loaned to the Eastern Railroad 

Company. 
California, 1863. The State agreed to pay the Central Pacific Railroad Com- 
pany, on completion of 20 miles of line, $10,000 for each mile constructed; 
only $100,000 to be paid during the first two fiscal years.* 
Local aid (authorized by State enactment): 

(1) By general enactment. 

(a) Subscriptions to stock. 

e. g., Illinois, 1843. Counties and municipalities authorized to subscribe to railway 
stock. 
(6) Grants and loans of money and security. 

e.g., California, 1870. Counties authorized to issue railroad-aid bonds, not to 
exceed in aggregate amount 5 per cent of the taxable value of property in 
those counties; aid to be granted any companies after 5 miles of road have 
been constructed. 

(2) By special enactment. 

(o) Subscriptions to stock. 

e. g., Kansas, 1855. Cities and counties authorized to subscribe to shares of stock in 
the Kansas Central Railroad Company. 
(6) Grants and loans of money and security. 

e.g., Alabama, 1859. v ity of Mobile authorized to issue bonds to aid the Mobile 
and Great Northern Railroad Company. 
Michigan, 1864. County of Bay authorized to issue bonds to aid in the con- 
struction of a railroad from Bay City to East Saginaw. 

2 For instance, in Arkansas we find the following in 1867: The State promises aid to any railroad at 
the rate of $1,000 per mile of line constructed up to the maximum limit of 100 miles, the State to 
be paid interest on the same and to be secured by a lien on the railroad; and again in 1868 authoriza- 
tion of aid was made to the amount of $15,000 per mile to such roads as had not received erants of 
United States lands, and of $10,000 per mile to such as had secured such grants, upon condition (1) 
that the total aid should not apply to more than 850 miles of road: (2) that a tax equal to the amount 
of interest on the State-aid bonas should be levied against the railroads until the bonds should be 
canceled, and (3) that five years after the completion of any road receiving such aid 2 per cent addi- 
tional should be levied upon the whole amount of State aid. 

To illustrate further, the legislature of Georgia in 1868 authorized the indorsement of the bonds of 
the Macon and Augusta Railroad Company to the amount of $10,000 per mile of road, as well as of 
those of the Georgia Air Line to the amount of $12,000 per mile of road, with an aggregate maximum 
of $500,000, besides granting aid to numerous other lines. 

In the North, too, the revival of the aid-granting policy is exemplified in numerous land grants, 
such as those in Michigan and Minnesota from 1865 to 1870, and in loans of funds, such as that by 
Massachusetts of $3,000,000 to the Boston, Hartford and Erie Railroad Company, of $2,000,000 to the 
Boston and Albany, and of $300,000 to the Lee and New Haven Company in 1868. 



as to subscribe to the stock of the Washington County Railroad Company, and 
in Iowa, where local aid has been authorized as late as 1894. ' 

It would be impracticable to estimate the relative amounts of State and local 
aid which have been granted to the railroads of the country. It is a notorious 
fact that immense sums have been so granted by both classes of authorities. But 
surface indications point to the fact that aid from local authorities has exceeded 
in amount that from the State governments. A single typical instance will serve 
to give a notion of the extent to which possibilities of securing aid were embraced 
by the railways. In Illinois, as reported by the State auditor of public accounts 
in 1872, over $1,900,000 had been granted und^r the act of 1865, and over §1,400,000 
under the act of 1869. 

3. Exemption of railroads from taxation. — The practice of granting exemp- 
tion from taxation never became so prevalent as that of direct aid. It reached 
its height probably during the decade or two subsequent to the civil war, when, 
generally in the form of specific grant, it came to be used sometimes as a supple- 
ment to, and in some cases as a substitute for, the policy of more direct aid. Dur- 
ing the past two decades the practice has persisted where local conditions have 
wan'anted its continuance; but of recent years the tendency has been so far in 
the direction of its entire abolition that only a few survivals are any longer to be 
found. In New Hampshire, for instance, railroad lines are still exempted from 
taxation for a period of ten years after their construction. In New Mexico a 
similar provision is in force, except that the exemption is for a period of but six 
years. Another isolated example is to be found in Louisiana, where the Consti- 
tution of 1898 provided for the ten-years exemption of all railroad lines con- 
structed in that State before 1904. 

The whole tendency among the States of recent years has been to wipe out the 
last vestiges of railroad exemption privileges. Only a few instances or this tend- 
ency need be cited. In North Carolina, prior to 1891 , three of the most impor- 
tant railways in the State were exempted from taxation. In that year, however, 
as the result of persistent effort on the part of State authorities, these exemptions 
were surrendered. In Arkansas the Cairo and Fulton Railroad (now part of the 
St. Louis, Iron Mountain and Southern) was exempt from taxation under its 
charter until it should yield a net profit of 10 per cent on its investment. The reali- 
zation of this financial condition the railroad management was careful to avoid, 
so that the term of the exemption was indefinitely extended. A few years ago, 
however, the company reorganized. The State was not slow to realize its oppor- 
tunity, and after a suit at law the company lost its exemption. 

In Michigan, to illustrate further, the legislature of 1891 passed a law promising 
ten years exemption from taxation to all railway lines which should be constructed 
in that State north of the forty-fourth parallel of latitude. In 1897 the legislature 
repealed this law, and the State authorities proceeded to levy a tax on all of those 
ro ids which had already been built in that section of the State. The companies 
affected contested this action in the courts, but the procedure of the State was 
sustained on the ground that the exemption was a mere gi'atuity repealable at 
will. This doctrine had already been laid down in the courts of the United States, 
where it was held that a State legislative act, exempting the property of rail- 
roads from taxation, is not, when a mere gratuity on the part of a State, a con- 
tract to continue the exemption.* In Michij^an, too, those railroads which had 
formerly been taxed under special charter privileges were, by legislative enact- 
ment, in 1891 brought under the general railroad tax laws, though the provisions 
of this act were not carried into effect until 1898. 

The courts of the States and of the United States have been one in their endeavors 
to bring all railroads under the provisions of general railroad tax laws. Exemp- 
tions from taxation constituting a contract on the part of a State not to tax, are 
held never to arise by implication, and are constinied narrowly in favor of the 
State.'* It has been laid down, moreover, that immunity from taxation is not 
transferable, with the result that the reorganization of a railroad company or the 
sale of a railroad property effects the wiping out of an exemption. ^ Further- 
more, consolidation of lines, except where express provision has been made to the 
contrary, results in the loss of exemption.** 

1 Arkansas, as late as 1897, granted lands to the Mississippi, Hamburg and Western Railroad and 
the Springfield, Little Rock and Gulf Railroad. 

a See Tucker t'. Ferguson (22 Wall., 527) and West Wisconsin Railroad v. Supervisors (93 U.S., 595). 

« Railroad Co. v. Commissioners (103 U. S., 1). For full list of cases, see Taylor, The Law of Stock 
Corporations, sec. 489 and note. 

4 5laine Central R. R. Co. v. Maine (96 U. S., 499) . For full list of cases, see Pierce, The Law of 
Railroads, pp. 486-7. 
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With State policy and legal tendency, therefore, not only opposed to the exten- 
sion of exemption, but even operating toward its complete abolition, the practice 
has come to be of but slight significance. 

4. Low taxation of railroads. — The practice of leniently taxing railroads was 
an important one until the close of the civil war period. It originated in the san^ 
conditions which ^ave rise to those two means of stimulating internal improve- 
ment which have just been outlined. Instances of the practice are too numerous 
to mention; but it may be said in passing that they generally took the form of 
taxes at a low rate (upon the bases of earnings, capital stock, and transportation 
property) , in effect amounting to pai-tial exemptions from taxation. A hasty survey 
of a few typical developments of the tendency to tax less and less leniently as time 
went on will serve to bring the early policy into clearer relief. 

The early history of railway taxation in Georgia reveals a variety of methods 
applied at different times to various companies. Prior to 1850 exemption from- 
ta35;es was the rule. At that time the Memphis Branch Railroad, the Central 
Railroad, and the Georgia Railroad (which will serve as types) were required by 
the State to pay taxes, respectively, of 31i cents on each $100 of capital stock paid 
in, 1^ per cent on net income, and li per cent on net income in addition to 31^^ 
cents on each $100 increase of capital stock. In 1854 all railroads except those 
exempted by their charters, were required by legislative enactment to pay annual 
taxes on their capital stock and assets. In 1858 a tax of 1^ per cent on net income 
was added to the tax on capital stock, besides, in 1863, a graduated tax ranging 
from 5 per cent to 25 per cent upon all net income in excess of 8 per cent on the 
capital stock. In 1866 the rate of the tax on capital stock was fixed at one-half of 
1 per cent. In 1868 certain roads were exempted from the payment of this tax; 
but all were still required to pay the tax on net earnings. In 1874 a tax on prop- 
erty values was provided for in addition to the net earnings tax, and in 1888 a 
dennite property tax on the lines of the present day method was adopted. 

In New Jersey, likewise, the early railroad taxes were levied on a variety of 
principles in accord with special charter provisions.^ Justice Parker, in the 
case of State Board of Assessors v. Central Railroad Company,- outlines with 
clearness the course of railroad taxation in New Jersey: 

** In the infancy of this class of corporations, when struggling for existence, the 
amount of tax they were required to pay into the State treasury was small. The 
State favored them by limiting the annual tax to be paid by such coi*porations to 
the one-half of 1 per cent on the cost of their respective roads. This tax was for 
State purposes, and they were not assessed for local taxes. The wise and liberal 
policy adopted by the State Was founded in part on the fact that the enterprises 
in which such companies were engaged were at that time of doubtful success, 
and in part on the belief that if successful they would contribute vastly to the 
public good. As 'time processed, these corporations extended their business 
operations and acquired additional property, often of great value, until in some 
sections of the State, especially in the cities, the exemptions from local taxation 
became so great as to encumber the property of citizens liable to be taxed with a 
heavy burden. To prevent injustice arising from the inequality of taxation, and 
to equalize as far as possible the public burdens, the legislature, on the 2d day of 
April. 1873, passed an act the avowed object of which was to estabhsh just rules 
for the taxation of railroad property. This act made a radical change in the 
system. * * * The act of 1876, providing for State taxes on railroads, was 
passed after the adoption of the constitutional amendment. This act is almost 
identical with the act of 1873. The chief object of the act of 1876 seems to have 
been to make the system of railroad taxation conform to the constitutional amend- 
ment that took ett'ect in 1875. which prescribed that the assessment should be on 
true value instead of cost. Where the acts of 1873 and 1876 did not conflict, the 
former stood, and under those two acts, both the State and local taxes on railroad 
property in this State were assessed and collected ux^ to the enactment of the law 
of 1884." 

The act of 1884 established the present system of New Jersey. 

In Wisconsin the act of 1854 provided for a uniform tax of 1 per cent on the 
gross earnings of all railroads. In 1860 all railroad property requisite to purposes 
of operation was declared exempt from taxation. In 1862 the license tax on gross 
earnings was raised from 1 to 3 per cent. In 1874 it was raised to 4 per cent, 
where it remained until 1876, when a graduated tax was provided for upon lines 
which have been followed in modeling the present system. 

le.g., The charter of the Somerville and Eastern Railroad (1854) provided for a tax of one-half of 1 
per cent on the cost of the road: that of the Northern Railroad Company (1854), for the payment of 
the sum of 4 cents for each passenger, and of 8 cents for each ton of merchandise carried across the 
State. 

219 Vroom, 294. 



B. SECOND PERIOD.— INCREASING AND MORE UNIFORM TAXATION. 

This stage in the development of railroad tax systems is characterized chiefly 
by the decadence of the policies of subsidy and exemption from taxation, and by 
the application of general regnlations to the taxation of all railways upon lines 
increasingly stringent and uniform. As has already been intimated, early rail- 
road tax methods were in many instances made the subjects of sx)ecial charter 
provisions. But in probably the majority of cases, the States recurred, very 
naturally, to methods already employed in the taxation of individuals, and taxea 
railroads under the provisions of the general property tax. 

With but slight exception (as in the case of Pennsylvania,' which from the 
outset avoided the general property tax in this respect) , the early practice of the 
States was the assessment of all real and personal property by local officials, 
in the same manner as with the similar property of individuals. The adoption of 
this plan was not altogether unwarranted by the conditions of the time. Up to 
1850, the corporations of the country were nearly all of a purely local character. 
At that time none of the.great trunk lines had been formed. But changed condi- 
tions soon began to appear. In 1851, for instance, various lines were brought 
together to form the New York Central Railroad; and in the few years following, 
the Baltimore and Ohio, Pennsylvania, and Erie lines were formed. As the result 
of changed conditions brought about by consolidations such as these, new tax 
requirements arose. Inadequate as had been the general property tax under local 
authorities, even under, earlier conditions, it was now very soon shown to be 
entirely ill-adapted to this new office. Utter lack of uniformity in the operation 
of the system resulting from its local administration, facility of evasion, and 
failure of levies to measure even roughly the taxpaying ability of the different 
companies, among other difficulties, necessitated from time to time the adoption 
of modifications and substitutions, which have at length resulted in present 
systems. 

In the course of this process, certain changes of quite general prevalence among 
the States have been effected. In the first place, there has been widely evidenced 
a tendency to tax transportation companies upon a different basis, or, to say the 
least, in a different manner from that which has been followed in the taxation of 
individuals. Thirty years ago the local general property tax was the main method 
applied to railroad taxation. Twenty years ago changes had already been so far 
effected that railroads were taxed on their property upon the basis of varied local 
assessments in less than one-fourth of the States. And more recently the appli- 
cation of the early method has been so far abridged that it is now to be found in 
its original form in but four States and one TeiTitory. These which still cling to 
the primitive method are Louisiana, New Mexico, Oregon, Rhode Island, and 
Texas, and in the case of Texas there is a supplementally tax based on a different 
principle. 

There is still prevalent in many sections of the country, however, an attitude 
favorable to the taxation of individuals and of corporations upon the same prin- 
ciple and in the same manner. Such, for instance, is the notion which pervaded 
the deliberations of the extra session of the Michigan legislature in 1898, convened 
to consider the subject of railroad taxation. Such, likewise, is the express require- 
ment in a number of State constitutions. But the preponderance of practice is in 
the other direction; even in the cases of those constitutional requirements which 
have just been mentioned their practical force has been, in large measure, 
destroyed by the decisions of the Federal Supreme Court in a series of cases which 
hold tnat State constitutional provisions declaring that a certain large class of 
persons and corporations shall be taxed by general laws, uniform as to the class 
upon which they operate, allow a rule for railroads different from that which 
applies in the taxation of individuals.* 

By way of explanation, however, it must be stated that in the majority of those 
cases where changes have been effected, the property tax has not been abandoned, 
but modified. There has been embodied in this growth simply an attempt to 
adapt the property tax to the most obvious requirements of a system of railroad 
taxation. The result of this process of adaptation has been the establishment of 
methods for railroad taxation which differ essentially both in their operation and 
in their administration from those employed in the taxation of individuals, and 
even of other corporations; railroad property is made a special class for x>urpose8 
of taxation in that it is subject to assessment by State, not local, authorities. 

» Pennsylvania, at first, like many other States, employed special railway taxes. For instance, in 
the charter of the Pennsylvania Railroad Companv, incorporated in 1846, a tax of 5 mills per ton-mile 
upon all merchandise transported, except the ordinary baggage of passengers, was provided for. 

2 See State Railroad Tax Cases (92 U.S., 675). 
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The New Jersey tax commission of 1897, in its report, very well points out the 
distinct character of the two systems in a statement which is generally applicable: 

"It will be readily seen that these two systems, thus described and contrasted, 
are not coordinate; there is no tribunal in the State clothed with powers in which 
the values of the one class can be contrasted with the values of the other; they 
run in parallel lines, so to speak, being two separate, independent systems." ' 

In fact, the incorporation of the feature of assessing the value of the railroad 
franchises, in addition to that of visible property, in the systems of many of the 
States, has so far obscured, or at least modified, the workings of the original prop- 
erty tax as to effect by existing methods a substantial divorce from the methods 
applied in the taxation of individuals. 

As an offshoot of this tendency toward railway tax systems, distinct from those 
employed in the taxation of individuals, has come a process of change in the 
direction of a growing degree of centralization in railroad tax administrative 
machinery. With the widening scope of railway consolidation effective local 
administration of railway taxation has come more and more to be a matter of 
practical impossibility. Experience has shown that the problem is by so much 
furthered toward solution as the progressive steps toward the formulation of a 
tax system tend to broaden the field or the application of that system; legislative 
practice has of necessity followed these lines. 

In the legislation of many of the States one of the accompaniments of the cen- 
tralizing tendency which is becoming more and more noticeable is the practice of 
authorizing certain State officials to examine the books and papers of transporta- 
tion companies for information in the making of assessments. There seems to be 
a growing desire to reach by taxation every company's full earning capacity, and 
the adoption and extension of this device of examining railroad accounts is an 
attempt toward the attainment of that end. Whether its workings are effectual 
as at present applied is questionable. The commissioner of railroads of Michigan, 
for instance, asserts that " that provision of the statute which gives the commis- 
sioner the right to examine books and papers is a humbug. It takes six months 
to examine a little broken bank in Lansing. How long would it take to examine 
the affairs of a great railroad? " ^ But aside from any consideration of the ineffi- 
cient character of the regulation, the fact of its increasing prevalence is evidenced 
in State legislation. The growing advocacy of a uniform system of railway 
accounting deserves to be noted as tending in the same direction. Possibilities of 
railroad regulation, beyond the mere matter of taxation, are involved in these 
plans. 

C. SPECIAL LINES OF DEVELOPMENT. 

We must now consider a little more closely certain special features of the 
changes which have been brought about in the formulation of distinct systems 
for the taxation of transportation companies, namely, those changes which, 
developing from cruder methods, have resulted in transportation taxes upon the 
bases of property, capitalization, and business receipts, the latter two, broadly 
speaking, characterizing the States east of the Mississippi and north of the Ohio, 
and the first the remaining sections of the country. There are differences of 
opinion as to the relative advantages of the different methods. Thus, some 
writers and public men, approaching the question from the standpoint of justice 
in tax distribution among the various companies, look upon earnings taxes as the 
most desirable; others, impressed with the difficulties which appear to lie in the 
way of successfully administering taxes on earnings, favor taxes based on capi- 
talization, and still others, who think that corporations ought to be taxed upon 
the same basis as individuals, favor the property tax. These differences of opinion 
will come out from time to time in what follows. 

1. Taxes on property modified.— In the majority of the States, as we have 
already indicated, departures from early tax methods took the form of a modifica- 
tion of the original property tax as employed in the taxation of individuals. Sys- 
tems based on cash valuation of property or of property and franchise by State 
officials came into use. In 1880 the general property tax. although lying at the 
bottom of the systems employed in most of the States, was, in its primitive form 
of local assessment, the exception rather than the rule, and during the two decades 
which have since elapsed the system of cash valuation by State boards or officials 
has made still further inroads into those States where the local property tax was 
formerly in vogue. Such, for instance, has been the case in Arkansas, in Iowa, 
and in other States where the demand for greater uniformity in administration 
has necessitated this change. 

To be sure, the origin of this method in the general property tax and its subse- 
quent development along the lines of that system do not warrant the expectation 

1 Report of the New Jersey tax commission of 1897, p. 10. 

2 Supplement to the Michigan Senate Journal, extra session of 1898, p. 11. 
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of close approach toward correctness of principle in its formulation or of high 
degree of efficiency in the details of its operation. It is not surprising, when we 
consider the rapid growth of the country's external and internal traffic, that tax 
legislation has failed to adapt itself completely to the new requirements which 
have arisen because of this speedy growth. American legislative activity, par- 
ticularly in the field of taxation, has always been conservative, and it is but a 
natural consequence of the conservative tendency to regard the tax on property 
values as the " measure of justice and equality" that the old principle has been 
embodied in the railway tax systems of most of the States. 

The system of railroad taxation based on cash valuation of property or of 
property and franchise is rather complex in its administration. As regards 
details, its operations are not identical in any two of the States, but its main 
features are everywhere the same.^ 

In about a third of the States the process of departure from early methods 
took the form of a series of substitutions for, rather than modifications of, the 
general property tax. 

2. Taxes on capitalization. — In a number of States systems based on the vari- 
ous forms of capitalization were adopted. Prior to 1880 considerable progress 
had already been made in this direction.* In Connecticut, for instance, a tax 
based on valuation of corporate capital and floating and funded indebtedness 
came to be employed; in Maine, one based on market valuation of capital stock 
was adopted, and in New York, one providing railroad taxation in common with 
corporations generally, upon the basis of capital stock according to dividends, 
was established. Since 1880, as regards railroad taxation, but little advance has 
been made in the introduction of these methods into new States. Their most 
significant extension has been in the cases of the various other classes of trans- 
portation companies; but these will be mentioned later. 

One of the most serious obstacles to which taxes based on capitalization have 
been exposed in the past has been the restriction which has been put upon the 
taxation of corporate bonded debt by decisions of the United States Supreme 
Court. In 1872 that body decided, in effect, that a State tax on that portion of a 
company's bonded debt which is held by nonresidents of that State is unconstitu- 
tional. ^ It is a well-known fact that the bonded capitalization of the railroads of 
the country is nearly equal in amount to their capital stock, and that, therefore, 
a tax which rests in its immediate incidence merely upon the capital stock of a 
railway corporation, reaches only a portion of the real investment. To this fact 
may probably be traced the origin of an influence which has acted as a deterrent 
to the wider adoption of taxes based on capitalization. 

In a comparatively recent Oregon case, however, the Supreme Court arrived at 
the decision that a tax levied within a State upon a foreign held mortgage, which 
is secured by real estate situated within that State, is constitutional.'* Should this 
doctrine be held to apply to corporate forms of mortgage indebtedness, a note- 
worthy change in the status of the tax on corporate capitalization would be 
effected. Such, at any rate, has been taken to be the implication of the decision 
by the committee of the New York legislature of 1899, which drafted a bill pro- 
viding . for the taxation of debts and obligations secured by mortgage .of real 
estate situated within the State.* 

3. Taxes on receipts. — Another method of railroad taxation which was formu- 
lated in the place of the general property tax, was that of the tax on business 
receipts. Prior to 1880 taxes based on this principle had already been established 
in a number of States. Thus, Michigan, Minnesota, and Wisconsin had gradu- 
ated gross receipts taxes.* In Pennsylvania, too, a tax on gross receipts, in addi- 
tion to the earlier general corporation tax on capital stock, was established; and 

1 For outline of this method, see p. 14. 

2 Numerous precedents had already been set in the taxation of corporations other than railroads. 
For instance, Georgia, in 1805, and Massachusetts, in 1812, passed acts imposing taxes on the capital 
stock of banks. A number of States, too, had already applied this method in the early taxation of 
railroads. Such was the case in Kentucky, where, for instance, the Licking and Lexington, the Louis- 
ville and Frankfort, and other railroads incorporated in 1847 and thereabouts were required by 
charter prf)vi8ion to pay taxes based on their capital stock. Such also vrsis the case in Georgia, as 
we have already seen, as well as in Ma.Msachusetts, Maine, Michigan, and other States, where special 
provision was made with a view toward dealing leniently with roads which were in a struggling 
condition. 

8 Ca.«ie of State tax on foreign held bonds (15 Wall., 300). 

4 Savings Society r. Multnomah County (169 U. S., 421). 

^ Report of joint committee on taxation of the New York legislature of 1899, p. 12. 

Here again precedents had been set in the taxation of corporations other than railroads. Such 
were the early taxes on the premiums of insurance companies (generally gross premiums or gross 
receipts); e. g., the New York tax of 1829, of 10 per cent on the premiums of foreign fire insurance com- 
panies, and the similar taxes of 1825 in Vermont, of 1832 in Massachusetts, of 1839 in Mar>'land and of 
subsequent years in other States. From 1840 to 1880, gross receipts taxes on railways were employed 
in a number of States, but were subsequently abandoned. Such were the Alabama tax.Ql \8^ «5xSs. 
the Iowa taxes of 1868 and 1870. 
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in Delaware aud Virginia, net earnings taxes were adopted to supplement the 
existing taxes of those States. Since 1880 the gross receipts tax has been still far- 
ther extended. For example, in 1881 Maine abandoned the tax on capital for one 
based on gross receipts; in the same year New York supplemented its existing 
system by a gross receipts tax; and in 1882 Vermont, like Maine, provided for a 
tax on gross receipts. But in Vermont, as the result of constitutional exigencies, 
this tax has since been made alternative with one based on property valuation. 
The former method, however, still prevails in practice. Since 1880 several other 
States, following the example set by Pennsylvania and New York, have adopted 
gross receipts taxes supplementary to previously existing systems. 

But those cases in wnich taxes on receipts or earnings have been openly intro- 
duced into State tax systems are not the only ones in which these methods are 
applied. In States where the property valuation prevails the State boards whose 
duty it is to determine valuations very often have considerable discretionary 
power. The tax laws which apply in these cases frequently provide that the assess- 
ment boards shall value railroad property with a due regard to its earning capacity. 
In such instances, the possibility of arriving at a valuation which will bear an 
approximately constant relation to earning capacity, though only infrequently 
realized, still exists. And still further, in those States where the franchise is val- 
ued in addition to property, both earnings and capital are often considered in arriv- 
ing at a valuation. The application and extension of methods such as these are 
to be regarded as at least an indication of a drift of sentiment toward tax meth- 
ods based on railway earning capacity. That clause in the constitution of North 
Dakota which explicitly recognizes the tax on gross receipts as one suited to rail- 
wav taxation must also be regarded as indicative of possibilities in this connection. 

The stand which has been taken by the Supreme Court of the United States in 
the matter of the taxation of receipts from interstate traffic, however, has prob- 
ably placed a serious impediment in the way of a much wider extension of the 
railway gross receipts tax than at present exists. In a series of litigations, the 
Supreme Court held that a State tax on gross receipts resulting from interstate 
traffic, except when levied as a franchise tax, is an interference with interstate 
commerce, and is therefore unconstitutional.^ 

Owing largely to the influence of these decisions, as well as to causes of a local 
nature, there appears to have set in within the past five years a tendency away from 
the gross receipts tax in two States which have in the past been its main strong- 
holds. In Wisconsin, and to a greater degree in Michigan, the existing systems 
have been subject to opposition. 

In the case of Wisconsin, the feeling in the matter is well voiced in the report 
of the Wisconsin tax commission of 1898. They say:* 

•' Most of the forms of tangible property are already taxed in full proportion 
to their value. In the case of banks, manufacturing, and trading corporations, 
corporate property appears to be as highly taxed as that of private individuals; 
but we do not think that this is true of any class of corporations taxed on the 
basis of earnings or on the mileage basis." ^ 

There is at least a single reason why taxes on earnings are apt to be at a rela- 
tively Ipwer rate as measured by property than direct property taxes. Under the 
general property tax, as it is commonly administered, assessed valuations are 
generally only tractions (varying often from one-half to three-fourths) of the 
true value of the properties subject to assessment. Upon the surface of things, 
therefore, the rate of tax on property appears relatively higher than it really is. 

In Michigan the agitation against the existing tax on gross receipts has been 
very spirited.'* In 1897, and again in 1898, the railroad commissioner of the State 
in his reports arraigned the State system as unjust and ineffective; he recom- 
mended m its stead the adoption of a tax based on property valuation. The 
governor of the State and other prominent men have been untiring in their 
efforts to bring about such a change. As a result during the legislative session 
of 181)7, the "Atkinson bill" was introduced. It failed to pass at that session, 
and was made the issue for a special session. After various experiences it was 

fiassed by the legislature of 1899. This bill, which was largely modeled after the 
ndiana law, provided for a railway- tax system based on cash valuation of prop- 
erty and franchise, upon general lines similar to those which characterize that 
system wherever it prevails. The law, however, was very short lived: for not 
long afterward the supreme court of the State in two test cases'* declared it 
unconstitutional. 

1 Compare Fargo v. Michigan (121 U. S., 230), and Philadelphia and Southern Steamship Company 
(122 U. S., 326), with Maine v. Grand Trunk Railway Company, 142 U. S., 217. 

2 Report of Wisconsin Tax Commission of 1898, p. 157. 
8 See p. 19. 

<78 Northwest Reporter, 125. 
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How much this agitation is the result of merely transitory x)olitical influences, 
and how far it is the outcome of strictly economic causes, it would be difficult to 
determine. Whatever may be the verdict on that question, it is evident that the 
political struggle against the existing system has not yet spent its force; and in 
view of the fact that the people of the State, in the fall election of 1900, voted in 
favor of a constitutional amendment rendering property taxation possible, it 
ought not to be a matter of surprise if a measure substantially the same as the 
Atkinson bill were yet to find its way into the statute books of Michigan. 

The experience of Maryland has been quite the opposite of that in Michigan 
and Wisconsin; for under the law of 1896 the gross-receipts tax on railroads was 
noticeably expanded. 

4. Apportionment of taxes between States. — In connection with the taxation 
of transportation companies upon all of the bases which have been mentioned 
above, there has been rapidly spreading an administrative device for the prorating, 
according to mileage, of taxable elements of an interstate character. In the case 
of the tax on cash valuation of property the necessity for the adoption of this 
plan arises, of course, only in the taxation of rolling stock. The plan generally 
followed in such cases is to tax rolling stock upon that portion of its value whicn 
is represented by the proportion of mileage traversed within a State to the total 
mileage covered. 

Under the tax on capital, in the case of foreign corporations, the legal require- 
ment that only such portion of the capital stock of any company as is employed 
within a State shall be taxed by that State has resulted in the general adoption 
of the plan. The taxation of sleeping-car companies in Pennsylvania furnishes a 
good example of this practice. In that State the capital stock of every such com- 
pany is assessed by a State official, taking as the basis of assessment such propor- 
tion of the capital stock as the number of miles of railroad over which the cars 
of the company are run in Pennsylvania bears to the mileage in that and other 
States over which its cars are run. The legality of this method has been repeat- 
edly affirmed by the United States courts.^ In the case of domestic corporations, 
although the practice of prorating is not necessitated by legal decisions, recogni- 
tion of the practical justice attainable under the method has led to its general 
adoption. 

Under the gi'oss receipts tax, so far as concerns foreign corporations, any attempt 
by a State to tax receipts other than those resulting irom purely intrastate traffic 
encounters a direct prohibition in the decision of the United States Supreme 
Court. In the case of domestic corporations the right of any State to measure 
the value of a fianchise which it has granted by total receipts, even including 
those from interstate traffic, has been upheld by the courts.* But the plan gen- 
erally followed in such a case has been that of taxing only a mileage proportion 
of the gross receipts. Such, for example, is the method followed in Maine, where 
receipts from business of an interstate character are prorated according to the 
ratio which mileage traversed in doing business within the State bears to total 
mileage covered both within and outside of the State. 

There appear to be no cases where companies doing an interstate business are 
taxed on their entire gross receipts. Where the prorating method is not expressly 
provided for statutes usually declare that the tax shall apply to " receipts from 
business done within this State." In practice there appear to be two ways of 
carrying this out, either by taxing all companies (both foreign and domestic) upon 
their receipts from business done wholly within the State, or by taxing all com- 
panies by the prorating method, foreign companies not caring to appeal to the 
courts to avoid the resulting addition to their taxes, 

D. MISCELLANEOUS TRANSPORTATION AND TRANSMISSION 

COMPANIES. 

One of the practices which is constantly becoming more and more prominent in 
the enacting of State tax laws is that of making specific provision for the taxa- 
tion of transportation and transmission companies other than railways. Of recent 
years this has been particularly the case with those companies which do a busi- 
ness upon the various railway lines of the country, complementary and subsidiary 
to the railway business. In legislating for the taxation of these companies the 
States have very noticeably avoided the property tax. It appears to have been 
quite generally recognized that a tax on the mere value of the property of these 
companies would be entirely ineffective in reaching their true taxable capacity. 
That this evil does actually arise under the property tax is amply affirmed in the 
experience of those States which still cling to that tax. But changes are con- 

iSee Pullman Car Company v. Pennsylvania (141 U. S., 18). 

•State tax on railway gross receipts (16 Wall., 284) ; Maine v. GtaivdTTVvcv^ ^,^.^:;2». vyaXi ,^,.tk^. 
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stantly being effected, and the general practice of recent years has been mani- 
festly pointing to the abandonment of old methods and tending toward the 
adoption of others, which have already proved tolerably efficient in a number of 
the States. 

1. Express companies. — In the case of express companies the need for spe- 
cific tax provision has been very marked. Under the local general property tax 
these companies have almost entirely escaped taxation. The attorney-general of 
Montana not long ago made a statement bearing on this point, which is typical 
of the operation of this method wherever it is employed. He says: 

" Take, for instance, one of the principal express companies operating in this 
State (Montana); in one county it undoubtedly does a business of several hun- 
dred thousand dollars, and the property owned by it in the county subject to 
taxation will not aggregate in value $5,000. The system now prevalent, which 
ignores the franchise and simply assesses the tangible property, is practically a 
farce." 

Many States have sought to remedy this state of things by specific legislation 
on the subject, and in most cases where this has been done the gross receipts 
tax has been adopted. Of quite recent years, however, the legislative trend 
appears to be toward a form of tax based on capital stock. Indiana adopted such 
a tax in 1893; Wisconsin pursued a similar plan in 1899, and Iowa in 1900. Ohio 
several years ago changed over from a gross receipts tax to one nominally based 
on cash valuation of property, but in reality fixed very largely on the basis of net 
earnings. The practical difficulty of making adequate provision for the taxation 
of these companies, at least in the light of various legislative efforts in the matter, 
is not a slight one. It will be interesting to note the experience of Texas, which 
is not far from typical in this respect. 

The first law in that State upon the subject, enacted in 1879, in line with South- 
ern tendencies, provided for a specific annual tax of $700, to be paid by every 
company doing business within the State. In 1882 the amount of the tax was 
reduced to $500. This law continued in force for seven years, when the amount 
of the tax was raised to $1,000. This act was, in turn, repealed in 1895, when the 
present law, taxing these companies on the basis of their gross receipts, was 
enacted. The worMngs of this law appear thus far to have been attended with 
satisfactory results. 

2. Palace-car companies. — The taxation of sleeping, palace, and dining car 
companies has claimed considerable attention during tne past twenty years. In 
a number of States taxes based on cash valuation of rolling stock have been 
adopted. But in the majority of cases where the taxation of these companies has 
been the subject of legislation the gross receipts tax has been adopted. The tax 
on capital has also gained ground, as is shown by the enactment of the Indiana 
law of 1893 and the Wisconsin law of 1899. The experience of Texas in this 
matter, as in the case of express companies, is an interesting one. The first law 
on the subject, passed in April, 1879, provided for an annual tax of $2 per mile 
of road in the State over which cars were hauled. Three months later the sys- 
tem was changed to one of a tax of one-half of one per cent on the value of cars 
used in the' State. In 1881 this law was repealed, and the law levying $2 per 
mile was reenacted. A year later the tax was reduced to 50 cents per mile. 
All of these laws having proved unsatisfactory the present law was passed in 
1893. This, with the supplementary law of 1897, provides for a tax of one-fourth 
of one per cent on the annual value of the gross receipts of the companies con- 
cerned, in addition to a tax of 25 cents on each one hundred dollars' valuation of 
the capital stock employed within the State. 

3. Past-freight lines. — The problem of the taxation of fast freight and car lines 
has of recent years received a considerable share of attention. In the framing of 
laws for their taxation the tax on capital appears to have been the prevailing 
model. Such was the case with the Wisconsin law of 1899, as well as with the 
law passed in Minnesota in 1897, where all other transportation companies are 
taxed on the basis of gross receipts. 

4. Summary. — Upon the whole, the most marked tendency to be noted of recent 
years m the legislation for the taxation of express companies, sleeping-car com- 
panies, and freight-line companies has been one which points to the increasing 
•adoption of taxes on capital. The Maryland law of 1893, which already had note- 
worthy precedents in the general corporation tax systems of Pennsylvania and 
New York, appears to have set an example which has been followed quite widely 
in the States northwest of the Ohio River. The gross receipts tax, largely as the 
outcome of the intervention of the Federal judiciary, has of late been but little 
adopted. 
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The most notable practice among the States in the taxation of telegraph 
companies has been that of taxing them on a valuation of telegraph lines, 
determined on the principle of a fixed sum per mile of wire. This plan and that 
of the tax on gross receipts constitute the two methods which prevail in the 
majority of the States. With telegraph companies, as with railroads, the deci- 
sions of the United States Supreme Court have been unfavorable to the taxation 
of interstate receipts.* 

Legislation for the taxation of telephone companies has been upon much the 
same lines as with telegraph companies, except that not infrequently as regards 
the former, instead of the method of levy at a specific sum per mile of wire, the 

glan of a fixed tax per instrument in use has been followed,'^ In a number of 
tates, moreover, telephone companies have been made subject to taxes on gross 
receipts, where telegraph companies have been taxed on some other basis. ^ This 
has been due, at least in part, to the fact that the telephone business is still mainly 
of a local character, with the result that a tax on the gross receipts of a telephone 
company, which are predominantly of an intrastate character, does not, as m the 
case of telegraph companies, encounter the limitations which have been imposed 
by Federal court decision. 

E. OTHER EXPANDING PRACTICES. 

1. Taxation of foreign corporations. — There yet remain to be noted several 
changes in the practice of taxing transportation companies, which are coming 
more and more to characterize the taxation of corporations generally. Chief of 
these is the growing practice of treating domestic and foreign corporations upon 
the same general footing. This has come to be the case almost universally with 
the tax on cash valuation of property. In the case of the tax on capital. State 
policy and practice are tending in the same direction; and even where the gross 
receipts tax prevails, although exceptions in practice still exist. State authorities 
are more and more striving to conform to this rule. The State courts are being 
instrumental in bringing about the same result. For example, in New Jersey 
the supreme court has decided that it is not competent for the State to lay a tax 
upon a foreign corporation in a mode which differs in principle from that which 
it applies to the taxation of its own corporations.* In California it has been held 
by the court that in case a corporation does an interstate business, such that the 
State has no power to keep it out, the assumption is that the State must apply to 
it the same principle of taxation as is applied to domestic corporations.*^ Further, 
the Louisiana constitution of 1898 provides that foreign corporations may be 
taxed in a different mode from domestic corporations, but that the principle 
which is applied must be the same in both cases. 

With regard to those laws which have been enacted in many States, under a 
variety of names, for the levying of a fee upon corporate charters, similar facts 
are to be noted. In New York, for instance, according to the decision of the 
courts, the State tax on organization applies to foreign corporations beginning to 
do business within a State, as well as to those of domestic origin. The Vermont 
laws of 1890 and 1894 make provision to the same effect, as do, also, the more 
recent laws of Texas and Washington, 

2. Taxes on incorporation. — Another practice which is of growing signifi- 
cance is that of levying taxes upon the incorporation and organization of corpo- 
rations and joint-stock companies. Fifty years ago legislation of this character 
was far from general. At present laws of this type are to be found in nearly 
two-thirds of the States. The same, in the main, holds with regard to the levy- 
ing^ of many of the so-called " license taxes " on corporations, and also, since 1878, 
with respect to the introduction of the franchise feature into the systems of many 
States. 

3. Taxes on securities. — Finally, that change of attitude which is resulting in 
the abandoning of the tax on security holders must be noted. Not many years 
have passed since the practice of attempting to collect a tax from the holders of 
corporate securities was almost universal. Of recent years, particularly in the 
case of railroad securities, a large proportion of the States have given up the 
attempt, and, instead, have sought to tax the corporations directly to the full 

1 Telegraph Company v. Texas (105 U. S., 460), and Rattennan v. Western Union Teleeraph Com- 
pany (127 U.S., 411). 
2 e.g., Connecticut, Mississippi (according to number of subscribers), and Tennessee. 
8e. g., in Alabama, Kentucky, North Carolina, Vermont, and Wisconsin. 
* Erie Railway Company v. State (31 N. J., 531, 643) . 
6 San Francisco v. Liverpool Insurance Company (74 Cal., 113). 
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extent of their apparent taxable capacity. The laws of California and of Arizona, 
for instance, have gone so far as to forbid explicitly the taxation of both ccHrpo- 
ration and security holder, the law in the latter State asserting that '' shares of 
stock in a corporation possess no intrinsic value over and above the actual value 
of the property of the corporation for which they stand." The increasing prev- 
alence of this attitude, in addition to the fact of the practical imi)088ibility of 
collecting a tax from the holders of securities, are both indicative of the aban- 
donment of the practice. 



Chapter II. 

ANALYSIS OF PEESEITT METHODS OF TAXING TBANSPOETATION 

COMFAiriES. 

State practice in taxing transportation companies is a varied one-. There seem, 
however, to be three principles upon which the different State systems have been 
based — the property-tax principle, the income-tax principle, and the fee principle. 

The essence of the property-tax principle is that all property shall be taxed at 
its true cash value — i. e., the price it womd bring upon sale in the open market. 
The essence of the income-tax principle is that taxes shall be levied in proportion 
to income. Both property and income taxes are compulsory payments for the 
support of Government, and with both the aim is to adapt, as far as possible, 
the amount of levy to the taxable capacity of the various taxable subjects. The 
fee principle is different. The fee is a payment for benefit received. It may or 
may not bear a constant relation to taxable ability, and it may be either recurring 
in its levy or levied once for all. It may equal the full amount of benefit received 
or it may be less than the amount of benefit. 

A. THE PROPERTY-TAX PRINCIPLE. 

The property-tax principle underlies the systems of most of the States. It is 
embodied in two distinct forms. The predominant type is found in the property- 
tax pure and simple, where direct assessment of property, as in the case of indi- 
viduals, is the rule. Less prevalent, but no les» significant, is the form exempli- 
fied in the various taxes on capitalization, based on indirect or inferred valuations 
of corporate property. 

1. The property tax. — This is the most common method of taxing transportation 
companies. In a few cases it is subject to purely local administration, but in 
most of the States valuations are made by State boards or officials. The work- 
ings of the latter method, though not in detail identical in any two of the States, 
coincide in some such general characteristics as the following: Certain designated 
officials of the various railroad companies are required to return sworn statements 
or schedules to State officials, setting forth in detail the length of line with all its 
tracks, and the proportion thereof in each tax district of the State, all personal 
property of every kind, all rolling stock, and often a detailed description of the 
construction of track and roadbed, the time spent in that construction, and the 
value of materials employed. There is also re^tuired a full statement of all real 
estate owned or used in each tax district; of aU stations, houses, or other build- 
ings, and all equipment connected therewith; of the amount of capital stock, 
including its market value, or if there is no market value, the actual value of the 
shares, in some cases including a list of the shareholders and their places of resi- 
dence, in addition to a statement of the total amount of all indebtedness, gener- 
ally excluding current expenses. In some States the schedule must contain a 
statement of the respective companies' entire gross receipts, entire operating 
expenses, and entire net earnings, with a supplementary statement of the amount 
of such receipts, expenses, and earnings resulting from business done exclusively 
within the State. Neglect to furnish these sworn schedules is generallj^ attended 
with heavy penalties, and false statements are punishable as perjury. Further- 
more, in many cases, the State officials, to whom these reports are made, are 
empowered to require additional statements when necessary, and even, as pro- 
vided in a number of States, to summon witnesses, to examine them under oath, 
and to compel the production of corporation books and papers. The work of 
assessment on the basis of these returns is generally intrusted to a specially con- 
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stituted State board, by whom the valuation is determined and in most cases 
apportioned among the local taxing districts for the computation and collection 
of the tax. Railroad real estate not directly employed in traffic operations is 
generally both assessed and taxed by local officials. 

The chief advantages of this general method may be summed up as follows: The 
duties of assessment are in the main performed by experienced and competent 
officials, thus 'minimizing the liability to unequal assessments, as between local- 
ities and between companies, under a property tax; the popular demand that 
corporations be taxed upon the same basis as individuals is realized: the method 
is in accord with both State and Federal constitutional provisions, besides being 
both reasonably productive and constant in its yield from year to year. 

The reports of special State tax commissions in the main say little about the 
property tax except by way of condemnation, upon both practical and theoretical 
grounds; but the general attitude of State administrations and legislators toward 
the possibility of devising better methods appears to be much the same as that of 
the controller of Florida, when he says: 

*' The law provides for a uniform and equal rate of taxation, and that all prop- 
erty shall be assessed at its * full cash value,' but it seems to be almost impossible 
to devise laws, however plain and explicit, that will result in an equal distribu- 
tion of the burdens of government according to the value of the property owned 
and the ability of the person taxed to meet the obligation."*^ 

The chief defects of the method may be summed up by saying that it is cum- 
bersome in its administration and not proportional to the earning power of the 
different companies taxed. The latter is its main failing. To illustrate: In Illi- 
nois, where the system of valuation is as exacting in its provisions and probably 
as thorough in its execution as in any other State, equality in distribution has not 
been reached. The following table * will verify this statement: 



Railroad. 



Assessed 
valuation. 



Chicago and Alton $5, 511, 641 

Chicago, Burlington and Quincy i 7, 865, 938 

Rock Island and Peoria 893, 752 

Lake Shore and Michigan Southern ' 660, 706 

St. Louis, Indiana and Eastern 101, 707 



Net earn- 
ings. 



$6,022,316 

8,724,997 

669,068 

461,630 

65,583 



Ratio of 
net earn- 
ings to 
assessed 
valuation. 



Per cent. 

109.27 

110.92 

74.86 

69.87 

64.48 



Index 
number. 



98.4 
100.0 
67.5 
62.9 
58.1 



It is interesting to note that with the above roads, which have been chosen indis- 
criminately, the tax varied inversely with the amount of earnings. Further 
investigation along the same line developed the fact that, though exceptions are 
too important to establish a general rule, the general trend was in this direction. 

Similar facts are to be noted in Kansas, although in that State, owing largely 
to more fluctuating business conditions, the property tax approaches even less 
than in Illinois the attainment of equality. A few instances are given in the fol- 
lowing table:* 



Railroad. 



Atchison, Topeka and Santa Fe 

Chicago, Rock Island and Pacific 

Missouri Pacific 

Kansas City, Fort Scott and Memphis 

St. Joseph and Grand Island 

St. Louis and San Francisco 



Amount 
of taxes. 



8645,113 

277,566 

395,371 

88,125 

45,253 

77,265 



Net earn- 
ings. 



$3, 958, 008 

1,683.540 

1,065,353 

564,578 

378,606 

82, 395 



Ratio of 
net earn- 
ings to 
taxes. 



Index 
number. 



T 



Per cent. 
614 
606 
269 
641 
837 
107 



73.3 
72.4 
32.1 
76.6 
100.0 
12.8 



1 Report of the controller of Florida for 1898, p. 10. 

2 Figures are for the year ending June 30, 1898, and are compiled in the case of Illinois from the 
reports of the Illinois State board of equalization, and of the railroad and warehouse comniission, for 
1898; and in the case of Kansas from the reports of the State auditor and of the State board of railroad 
commissioners for 1898. Net earnings here, as elsewhere, are taken to represent gross receipts less 
expenses of operation. 
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** The following table shows the percentage of taxes paid in Ohio to net income 

arising in Ohio in the year 1892 by a number of railway companies which are 

believed to be representative ones: ' 

Percentage 

Lake Shore and Michigan Southern Railway Company 11. 22 

Cleveland, Columbus, Cincinnati and St. Louis 10. 62 

Pennsylvania System 6. 90 

The Valley Railway » 8. 83 

Cleveland and Canton 7. 05 

Cleveland, Lorain and Wheeling 6. 39 

Cleveland and Pittsburgh 8. 48 

Toledo and Ohio Central 6. 54 

Columbus, Hocking Valley and Toledo 5. 16 

Cleveland and Marietta 8. 26 

Cincinnati, Portsmouth and Virginia 17. 94 

Baltimore and Ohio Southwestern 6. 67 

New York, Chicago, and St. Louis 11. 99 

Wheeling and Lake Erie 7. 99 

Cincinnati, Hamilton and Dayton 9. 35 

Over periods of time the property tax is likewise ineffective as a measure of tax- 
paying capacity. It is inelastic in that it fails to adapt itself even to measurably 
permanent changes in the profitableness of the railway business. The Ohio tax 
commission of 1893 in its report brings out certain facts which bear directly on 
this point: '^ 

** The valuation of the Lake Shore and Michigan Southern Railroad Company 
in the year 1878 was $12,996,609; in the year 1893 it was $13,457,745. In the year 
1878 the gross earnings of the whole Lake Shore System were $13,505,159, whereas 
in the year 1893 the gross earnings were $22,415,382 and the net earnings were 
$6,612,192, as against $5,493,165 in 1878. 

*' The comparison for the same respective years of the valuations of the Cleve- 
land and Pittsburgh Railway Company is equally striking. In 1878 the whole val- 
uation was $5,731,000; in 1892 it was $4,495,000. On the other hand, the company 
did 50 per cent more businessin 1892 than in 1878, its gross receipts being $2,272,166 
in 1878 and $3,429,278 in 1892. 

" The Pittsburgh, Fort Wayne and Chicago Railway Company was assessed in 
Ohio in 1878 at $10,732,001. and in 1892 at $10,525,948, while the gross receipts in 
1878 were $7,830,000 and $11,659,142 in 1892." 

These illustrations have been chosen in instances where identity in point of 
mileage of line from 1878 to 1892 was substantially preserved. The year 1878 was 
selected because it differed in point of valuation in no material way from other 
years of that period. The real value of the property of these lines, if determined 
on the basis of earnings, undoubtedly increased during this period; and had 
account of this increase been taken the valuation womd unquestionably have 
more nearly approximated a constant relation to earnings. Other States show 
results fully as bad. 

In the a^tninistration of the tax on the cash valuation of property the method 
of arriving at a valuation by capitalizing earnings at a certain percentage must 
not be confused with the property- valuation method. Such a method practically 
amounts to a tax on earnings, and in its effect avoids some of the objectionable 
features of the proi)erty tax. Such a method has already been followed in New 
York and has been pronounced legal by the courts of that State. In Ohio it has 
had a limited application, and in a few other States it is occasionally employed in 
measuring the value of franchises for taxation, but instances are so isolated as to 
be of but slight importance. 

The general property tax as locally administered is peculiarly liable to facility 
of evasion and lack of uniformity in its operation. The latter railing is typically 
illustrated by an instance cited m the report of the New York railway tax com- 
mission of 1879, where it is stated that in two adjoining counties of the State 
(New York) the valuation of the same railroad, as det»ermined by the assessors 
of the two counties, varied $24,000 per mile. Other counties varied as much as 
$20,000 per mile. 

2. Taxes on capitalization. — (a) Tax on capital stock at par, — This tax is of 
slight significance from the standpoint either of present or of probable future 
State practice. 

(b) Tax on capital stock at actual or market value, and on capital stock plus 
bonded debt, — In those States where these methods have been followed results 
have been reasonably satisfactory. 

The Massachusetts tax commission of 1897, commenting on the system of that 
Stat«, remarks that *' little complaint is heard regarding those taxes — a signal 

1 Report of the Ohio tax commission of 1893, p. 58. 
2Ibid, p.52. 
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proof that the taxpayers accommodate themselves, if not with ease, at least with- 
out serious complaint, to burdens which are steady, regular, predictable, and for 
which, in consequence, they are able to make calculations and adjust their 
affairs. 

' ' The corporation tax is particularly simple, and is assessed with unerring exact- 
ness in the case of large and well-known corporations, whose shares are regularly 
dealt in, and consequently have a publicly recorded value. Railways, banks, the 
larger manufacturing corporations, and others whose stocks are frequently 
quoted, are taxed without a word of inquiry and without a possibility of escape." * 

Moreover the tax is economical in its administration and tolerably constant in 
its yield. Applied to railroads, the Massachusetts tax, like the corporation taxes 
of Pennsylvania and New York, has fairly well kept pace with increasing railway 
earnings. 

In some cases State law requires that capital stock shall be valued at its actual 
value. This is the law in Pennsylvania as well as in New York. Actual value 
must be distinguished from market value, although in practice the two are likely 
to be the same where market values are easily ascertainable. The New York 
courts have emphasized the importance of observing the distinction. Judge Com- 
stock says: 

'' There is no property so liable to speculation as stock in corporations. * * * 
Stocks may be and frequently are inflated or depressed by those who wish to sell 
or buy. They are subject, moreover, to all the vicissitudes of the money market. 
* * * Actual value is the result to be arrived at, for such are the words of the 
statute, and the inquiry, therefore, must have a primary regard to the property 
and estate which alone impart such value."* 

Where, as in Pennsylvania, bonded debt is taxed, difficulties arise because 
of the restriction of the tax to resident bondholders.^ The extent of the injustice 
arising from this cause may be inferred from the following table *, prepared by 
the Committee on Railroad Taxation of the Pennsylvania Tax Conference. 

Bonds and stocks of certain railroads of Pennsylvania and the amount of bonds 

held in Pennsylvania. 



Total bond issue. 


Amount held 
in Pennsyl- 
vania. 


Appraised 

value of 

stock. 


Per cent of 
railroad in 
Pennsyl- 
vania. 


(1) 8450,000 

(2) 362,000 

(3) 72,800 

(4) 230,000 
(6) 240,000 

(6) 2,900,000 

(7) 2,280,000 

(8) 200,000 

(9) 1,800,000 

(10) 276,000 

(11) 3,400,000 


$116,000 

63,000 

2,700 


$450,000 

1,400,000 

383 

384 

48,000 

127,000 


All. 
All. 
All. 
All. 
All. 
0.60 
All. 
All. 
All. 
All. 
All. 


8,000 


2,100,000 

200,000 

1,800,000 


2,900,000 

80,000 

600,000 


6,000 2,000,000 



"A moment's inspection of the above table — and a great many more examples 
might have been given — will show that it is impossible that the system of taxing 
railroads in Pennsylvania could act equitably as between these roads. Take the 
fourth example: This is a road with $330,000 of bonds, not one of which is held 
in the State, and capital stock of the appraised value of $384. The State taxes 
on this road outside of the tax on gross earnings were, in 1893, 5 mills on $384, or 
$1.92. The eighth road does not differ much in its character from the fourth, and 
is worth about the same. This road has $200,000 of bonds, all held in th^ State, 
and $80,000 capital stock. Its State taxes outside of the tax on gross earnings 
were $1,200. The last road but one paid no State taxes on capital stock or bonds, 
as all of its bonds were held by nonresidents and its stock was worthless. The 
road with $2,900,000 of bonds, 50 per cent of whose mileage is in the State, would 
pay nothing on bonds and the capital-stock tax on but $62,350. This is certainly 
not equitable taxation."* 



1 Report of MassachiLsetts tax commission of 1897, p. 69. 

2 People V. Commissioners of Taxes and Assessments (23 N. Y., 192). 
* Railroad company v. Pennsylvania (15 Wall., 300). 

< This is a portion of a table on p. 16 of the Report of the Committee on Railroad Taxation, Pennsyl- 
vania Tax Conference. 
^ Report of Committee on Railroad Taxation^ Tax Conference of Pennsylvania Interests, p. 16. 
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Compared with other classes of property in the State, the Committee on Railroad 
Taxation concluded that in 1892 the railroads paid less and in 1893 folly as much 
as other property. The' general opinion of the committee as regards railway tax- 
ation in the State was as follows: 

** There are glaring inequalities in the taxation of Pennsylvania railroads, some 
pa^ng on a fair valuation very much more than the average, others less. * * * 
This inequality grows out of the complex system of taxation of railroads in vogue 
in Pennsylvania." * 

The Connecticut system, levying a tax on capital stock and total indebtedness, 
as a ** tax on property," avoids the difficulty which arises in taxing nonresident 
bondholders. The tax conference of Pennsylvania interests proposed a bill on 
the lines of the Connecticut system as a substitute for the present Pennsylvania 
system. The auditor's department has since looked into the effect of such a move 
upon the taxation of corporations from the standpoint of productivity. A sum- 
mary of the results of that investigation, so far as it applied to raili'oad taxation 
(187 railroads reporting), is as follows: 



Year. 



1895 
1896 



Taxes under present law. 



On stocks. 



31,122,858 
1,037,490 



On loans. 



$470,039 
441,517 



On gross 
receipts. 



$382,772 
339,755 



Total. 



$1,975,669 
1,818,763 



Under 

conference 

bill. 



$2,097,238 
1,867,229 



Increase. 



$121, 569 
48,466 



The decision of the United States Supreme Court in the Multnomah County 
case must not be forgotten as suggesting possibilities in the way of greater uni- 
formity in the State taxation of corporate bonded debt. 

In New York the join 'committee on taxation, reporting a bill on January 15, 
1900, for the taxation of mortgage debts, made the following statement in this 
connection: 

" Can corporate bonds and other mortgage debts, when owned by nonresidents, 
be taxed by this State? The owners are beyond our territorial jurisdiction, and 
of course no personal liability for a tax can be imposed upon them. But the debts 
themselves are within our power if we can reach the debtor or the security. This 
is shown by the familiar practice of attaching or gamisheeing debts owed* to resi- 
dents of other States or countries in judicial proceedings. The Supreme Court of 
the United States has held that an attachment in Iowa of a debt owed by a citizen 
of Iowa to a citizen of Kansas was valid (although personal jurisdiction of the 
Kansas person was not obtained) , and that payment of the debt under the order 
of the Iowa court was made binding by the Constitution of the United States upon 
the courts of Kansas. (Chicago, etc.. Railway Co. v, Sturm, 174 U. S., 710.) It 
is said that the situ? of intangible property is at the domicile of the owner, and 
for some purposes the statement is correct. The rule, however, belongs to the 
common law. It does not possess constitutipnal authority. The legislature is 
competent to change it. The Supreme Court of the United States has sustained 
against nonresidents a statute of Oregon imposing taxes on mortgages. (Savings 
Society v. Multnomah County, 169 U. S., p. 421.) " « 

B. THE INCOME TAX PRINCIPLE. 

The income tax principle lies at the bottom of the transportation tax systems of 
a number of the States, where various taxes on receipts and earnings have been 
established. 

1. Tax on gross receipts. — This is the tax on transportation companies recom- 
mended by tne railway tax committee in 1880, as well as by the Maryland tax 
commission of 1896 and the Maine tax commission of 1889. The New York com- 
mittee remarks that ** the requisite of a correct system of railroad, as of other 
taxation, is that it should, in so far as it is possible, be simple, fixed, proportionate, 
easily ascertainable, and susceptible of ready levy." The committee recommends 
the tax on gross receipts as **i)erfectly simple, ♦ * * thoroughly propor- 
tionate, ♦ * ♦ and can by no possibility be evaded." A little farther on in 
the rei>ort the systems of Michi^n and Wisconsin were characterized as ** most 
intelligent and in conformity with correct principles." The Maine tax commis- 



Ubid, p. 18. 

s Report of the Joint Ck>mimttee on Taxation, N. Y. legislature of 1900, p. 12. 
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sion likewise recommends the tax on gross receipts as a method "doubtless as 
fair as any, for by that method the levy is graduated to the amount of business 
the road is doing." 

The report of the Maryland tax commission of 1886 concerned itself largely with 
railroad taxation. The commission recommended a graded license fee on gross 
earnings. In a supplementary minority report the following remarks were made: 

** The plan recommended by the other members of the commission is, perhaps, 
as good as any, which is in entire harmony with our existing system of taxation, 
and deserves the careful consideration of the legislature. If it is decided, how- 
ever, to inaugurate a new system, experience points to the Wisconsin method as 
preferable. The roads are tnereby exempt from local taxation, and a license fee 
for the operation is charged, varying according to the gross earnings per mile. 
The license fees are expected to defray the entire expenses of the State govern- 
ment, and this plan is being followed elsewhere and everywhere with the same 
satisfactory results. It is simpler than the assessment by local authorities as 
well as State authorities, and the railroads are almost too powerful to be handled 
by the local authorities, who are likely to be worsted in their contests with vast 
corporations." 

But, of recent years the opposition which has developed in Michigan and Wis- 
consin against their systems of gross receipts taxation has been considerable. 
This agitation, to which we referred above, has arisen largely out of a compari- 
son of the results of the gross receipts tax in those States with the apparently 
more successful results of the method of cash valuation in several adjoining 
States. 

A quotation from the message of the governor of Michigan to the fortieth 
legislature of the State well presents the attitude of the opposition in Michigan: 

" The method is unjust. The tax upon earnings or income operates in favor of 
the railroad companies. When the times are hard and the earnings smaller, the 
tax is less. In the meantime the State's burdens are no less, and may, perhaps, 
have increased, and the relief accorded to the railroad companies during these 
hard times and depression must be borne by the property owners generally. 
Thus, during times of depression, when the people are less able to pay, their bur- 
dens are increased, and just to the extent that the railroad companies' burdens 
are diminished. 

*' What would be the result if the State attempted to collect the entire burden 
of a tax upon earnings or income? How much would the farmer or merchant 
have contributed from 1893 to 1897? The result would have been that the State 
would have received but little, if any, income and would have been banlnrupt and 
unable to meet its obligations." 

The report of the Michigan railroad commissioner for 1897 states the same posi- 
tion a little differently: * 

" It is apparent that the present system of taxing railroads is unjust. 

*' First. Because it is inequitable as compared with the tax upon other property 
and because it is unjust to tax one kind of property upon its earning capacity and 
refuse the same privilege to other property. 

" Second. Because the State, under the present law, is powerless to determine 
whether the earnings reported by the companies are accurate or not, the whole 
machinery for determimng or reporting the same being practically within the 
control of the railroad companies. 

•' Third. Because a partial control thereof by the State is inadequate to pro- 
tect it. 

" Fourth. Because the system as applied to roads doing an interstate business is 
a usurpation of the power of Congress to regulate commerce between the States, 
and to that extent is void." 

The Wisconsin tax commission of 1898 had the following to say about the sys- 
tem of that State: '^ 

**Our work has led us to the conclusion that all the corporations which are 
taxed on the basis of earnings or on a mileage basis pay relatively less taxes than 
other persons and less than they would pay on the basis of value. * * * (But) 
we are now prepared either to recommend that the system of taxation be changed 
to the method of assessment by a State board or the specific rates of taxation 
which should be fixed if the present method should be continued. * * * 

" We recommend that if the present mode of taxing railroads be continued a 
new and closer classification of rates be fixed for the purpose of preventing the 
inequalities which arise under the system now in force (as well as) that the pres- 
ent plan of taxing railroads on the basis of mileage be discontinued." 

I ,1 ■ — — • — ■ — " — • — - — ' .^^.^_._.,»_,fc^ — ^ — 

1 Report of the Railroad Commissioner of Michigan for 1897, p. xli. 

2 Report of the Wisconsin Tax Commission of 1^, p. 188. 
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The aystems of both Michigan and 'Wisconsin provide for taxes graduated 
according to receipts per mile of line. That this method reeulta in many ineqnali- 
ties will be seen from the following extract from the report of the Wisconsin tax 
commiasion of 1898:' 

"So long as the system of taxing on the baeia of gross earning exists it is 
evident that careful attention should be given to the subject of classification. 

" There are several instances which illnstrate that the existing clasEificatiOD 
sometimes leads W singular results which would seem to call for some correc- 

■■ The taxes paid by the Green Bay and Western Railroad in 1807 were $3,745, 
and its gross earnings were reported at SMa.aiS, or 51.965.86 per mite. Under the 
existing law. if the road had earned $35 more per mile it would have paid a tax 
of $13,500 instead of $3,745. That is, a difference of less than $8,000 of gross earn- 
ings by this road made a difference in its taxes of nearly 510,000. 

"As a further illustration, the taxes paid by the Kewaunee, Green Bay and 
Western road were 5909.33, and its gross earnings 572.083, or 81,964.12 per mile. 
If the road had earned $36 moi'e per mile it would have paid a tax of $3,303 
instead of $609.33. That is, a difference of about $1,300 on its g:'oss earnings made 
a difference in its taxes of nearly $1,600." 

Apart from practical considerations of this nature, it is to be doubted whether 
the method attains its object. This practice may in part be based upon those 
grounds which are commonly urged in favor of progressive taxation, but its 
chief justification is to be found in the notion, mistaken or otherwise, that the 
larger, relatively, the gross earnings of a company are per mile, the larger is the 
proportion attributable to net earnings, and as a consequence, the greater its tax- 
able capacity. That the truth of this notion is not verified by the statistics of 
the larger railroads operating through several States of the country may be seen 
from the following table:' 
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Since, however, the matter of a graduated tax is essentially a State problem, 
which involves both large and small roads, a different result might be expected 
from an examination of the figures of lines or portions of lines operating in single 
States. But the following table' shows that the evidence is almost as contra- 
dictory here as in the case of entire railway systems. 



iKeport of Wiaoonsln tax commission of 1899, p. 132. 
' Figures are t'ompiled from Ih« Slalintlcal Report at t 
ind cover the flscai year ending June 30, 18B7. 
* Figures lor Wisconnln are compiled Irom the statist 
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Railroads. 



Wisconsin. 

Wisconsin Central Railroad Company 

Milwaukee and Superior 

Kewaunee, Green Bay and Western . . 

Green Bay and Western 

Abbotsford and Northwestern 

Drummond and Southwestern 

Ahnapee and Western 

Illinois. 

Chicago, Lake Shore and Eastern i 

Chicago and Alton 

Chicago and Eastern Illinois 

Chicago, Burlington and Quincy 

Chicago, Peoria and St. Louis 

Toledo, Peoria and Western 

Wabash, Chester and Western 
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Mileage. 



573.81 
16.20 
36.70 

225.00 
15.16 
18.47 
34.00 



115.42 
580.73 
392.94 
1,308.09 
166.68 
230.70 
64.83 



Earnings 
from opera- 
tion. 



$2,089,782 
32, 931 
73,644 
419, 759 
15,360 
13,423 
23,602 



1,610,230 

5,783,696 

2,893,809 

8,140,801 

818,221 

982, 650 

90,248 



Operating 
expenses. 



31,358,104 

17,978 

34,401 

341,814 

8,107 

8,912 

14,613 



788,299 

3,611,807 

1,629,324 

4,909,355 

662,410 

709,531 

62, 632 



Net earnings. 



$731,678 

14,953 

39,243 

77,945 

7,263 

4,511 

8,989 



821,931 

2, 171, 889 

1,264,475 

3,231,446 

155,811 

273, 119 

27,616 



Railroads. 



Gross earn- 
ings per 
mile. 



Wisconsin. 

Wisconsin Central Railroad Company 

Milwaukee and Superior 

Kewaunee, Green Bay and Western. . . 

Green Bay and Western 

Abbotsford and Northwestern 

Drummond and Southwestern 

Ahnapee and Western 



Illinois. 

Chicago, Lake Shore and Eastern V 

Chicago and Alton 

Chicago and Eastern Illinois 

Chicago, Burlington and Quincy . . . 

Chicago, Peoria and St. Louis 

Toledo, Peoria and Western 

Wabash, Chester and Western 



$3,647 
2,033 
2,007 
1,866 
1,013 
727 
694 



14,002 
9,955 
7,363 
6,224 
4,899 
4,254 
1,388 



Net earn- 
ings per 
mile. 



$1,277 
923 
1,069 
347 
478 
244 
264 



7,138 
3,738 
3,217 
2,470 

935 
1,182 

425 



Ratio of 

net to 

gross 

earnings 

per mile. 



Per cent. 
35.0 
46 
53 
18 
47 
33 



38.0 



50. 

37. 

43. 

39. 

19. 

27.8 

30.6 



6 
5 

7 
7 
1 



Index number^^ 



For gross 
earnings 
per mile. 



100.0 
55.7 
55.0 
51.2 
27.8 
19.9 
19.0 



100.0 



71. 
52. 
44. 



34.9 

30.3 

9.9 



For ratio 
of net to 

gross 
earnings 
per mile. 



65.8 
85.3 
100.0 
35. 
88. 
62.9 
71.4 



1 
9 



100.0 
74.1 
86.3 
78.4 
39.3 
54.9 
60.6 



1 Freight service only on this road. 

It is often urged (as in the message of the governor of Michigan, cited above) 
that the gross-receipts tax furnishes a source of revenue which fluctuates vio- 
lently from j^ear to year. The following table, setting forth the amounts of 
railway taxes and their proportions to total State revenues in Michigan and Wis- 
consin for six consecutive years, will throw some light on this point. 





Michigan.i Wisconsin.2 


Year. 


Railroad 
taxes. 


In- 
dex 
No. 


Total State 
receipts. 


In- 
dex 
No. 


Ratio of : '■ j^ 
railroad Railroad i"' 
taxes to taxes. i^f- 
total, i ^^• 


r_ : Ratio of 
Total State ' }^' railroad 
receipts. ! v/C^ taxes to 
1 ^^- total. 


1891.... 

1892 .... 

1893 .... 

1894 .... 

1895 .... 
1896.... 


$778,493 
742,271 
849,696 
943,697 
836,039 
735,040 


1 

82 $3,181,308 
79 1 3,210,832 
90 ' 2,775,991 
100 , 3,643,619 
88 3, 704, 198 
78 5,256,059 
1 


60 
61 
53 
69 
70 
100 


Per cent. 

24.47 . $1,140,046 79 
23.12 1,220,674 ; 85 
30.61 ■ 1,156,260 1 80 
25.90 1,435,377- 100 
22.58 ; 1,174,970 . 82 

13.98 1 1,172,742 82 

1 

1 


Per cent. 
$3,663,267 81 31.99 
3,232,283 73 37.20 
3,567,873 81 32.45 
4,392,008 100 32.76 
3,453,959 78 34.04 
4,217,282 % 27.81 
1 



^ Figures are compiled from reports of State treasurers, and cover years ending June 30. 

2 Figures are compiled from reports of State treasurers, and cover years ending September 30. 



The degree of flnctuation here is not so great a 
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The question of the degree to which s gross receipts tan approaches a perfect 
meaaure of net earning capacity is an important one from the standpoint of jus- 
tice in tax distribution. The following table will illustrate thin point. The 
fibres are compiled from the statistical report of the Interstate Commerce Com- 
mission for 18ST. The figures for net earnings are asaiuned to represent the rela- 
tlye tax-Ikying ability of the different grouyw of companies, and are determined 
by deducting from gross receipts all the ejcpenses of conducting transportation 
(not including interest payments and taxes). The territorial groups are those 
employed by the Interstate Commerce Commission in their annual statistical 
reports, and cover the whole country. Group I comprehends the New England 
States; Group II, the Middle States (eicepting the northwestern section of Penn- 
sylvania, the dividing line running through Pittsburg) , Maryland, and the north- 
ern section of West Virginia; Group III, Ohio, Indiana, and the southern penin- 
sula of Michigan (the dividing line running through Pittsburg and Chicago, the 
northwestern section of Pennsylvaniabeing included); Group IV, South Carolina, 
North Carolina, Virginia, and the major part of West Virginia; Group V, the 
remaining Southern States east of the Mississippi; Group VI, the States and por- 
tions of States east of the Missouri River and west of the eastern border of Illinoia 
Mid the Great Lakes; Group VII, Montana, Wyoming, Nebraska, the northern 
third of Colorado, and the portion of the Dakotas west of the Missouri River; 
Group VIII, Kansas, Arkansas, Oklahoma and Indian Territories, Missouri 
(south of the Missouri River), the southern two-thirds of Colorado, the extreme 
northern corner of Texas, and New Mexico (north and northeast of Santa Pe); 
Group IX. Louisiana, Texas, and New Mexico (southeast of Sante Fe) ; Group X, 
the remainder of the country. 
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A comparison for four anccessive years is as follows: 



IBM j S38&,929,977 S1.21fi",17K.e02 ' 

1866 !:"::::::::::::::::::::: :::::::.":::::."::'.'.::::: 4i2:6«7,278 i:miB4!io7 1 

18B7 406,641,100 1,247, 179, 7»3 ' 
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The objection may be raised that these illustrations are far from revealing the 
justice or injustice of the gross receipts tax as between individual roads. The 
objection is a valid one. They do, however, strike an average figure for groups 
of roads situated in differbnt sections of the country, in which varying economic 
conditions predominate. By this means a general survey of the workings of a 
general gross receipts tax as regards tax distribution may be obtained. If indi- 
vidual roads were chosen the apparent injustice of the tax would be even greater, 
for there are roads which have large gross receipts and no net income — taxes and 
operating expenses swallowing up all of the earnings. Others are operated for 
varying percentages of the gross earnings, leaving a varying remainder for net 
income. In such cases gross receipts would furnish a very inconstant index of 
tax-paying ability. 

2. TBzonn«t earuingB or income. — From the standpoint of actual practice this 
tax is of but ehght significance, but it has often been so strongly urged that a 
brief consideration will not be amis'" 



First, with regard to what elements shonld enter into net income as a haMe for 
taiation, ProfesBor Beligman maies tlie following statement: ' 

■' GrosB receipts consist of all earnings from tranapt rtation of freight and paa- 
aengerB, receipts from bonds and stocks owned, rents of property, and all miscel- 
laneous receipts from ancillary business enterprises or otherwise. Prom these 
aggregate gross receipts we should dednct what are classified by the Interstate 
Commerce Commission as operating expenses; that is, e3q)ense8 for conducting 
transportation, for maintenance of roadway, structures, and equipment, and for 
g:eneral expenses of management. Nodeduction should be made forfised charges, 
1. e., for tasesor for interest on the debt, or for the amount used in new constrnc- 
Won, in betterments, in investments, in new equipment, or for any of the expendi- 
tures that find their -way into profit and loss accoiont." 

A tax on this basis Professor Seligman regards as the " most logical form of 
corporate taxation." The Ohio tax commission of 1883 likewise decided with 
regard to a franchise tax on corporationB that " from the economic standpoint 
and from the standpoint of exact justice, the best method is to obtain the net 
earnings."' 

A tax on the net income of transportation companies would undoabtedly have 
a number of coneideratioAs in its favor. For instance, compared with the tax on 

Cffi receipts, it would avoid the possibility of acting as a check on exxienditnre 
improvement of service, particularly in the maintenance and repair of equip- 
ment. Then, too, in the event of the adoption of a nniform and correct Bystem 
of railway accounting its administration would be very simple; but chief of all, 
as tne Ohio tax commission claim, it would, if rightly admmistered, be propor' 
tional in its eSect upon the different companies taxed, i. e. , it wonld effect an 
«qnitable tax distribution. 

Out of the inference that in the railway business as traffic increases net income 
bears a ratio to expenditure which in the long run constantly grows proportion- 
ately larger, it has already been claimed that a tax on net income would be a 
better revenne yielder tluui the tax on gross receipts. The following table does 
not bear out this view: 

QroBsandnet receipts of raUviays of England and Walts.' 



£12 esi 4k 

l»Seiiltil9 



bu.flaH,.iaa 
72:791! 7:18 



I 512 i&i 

iS 16. -LlS 



smM recelpta In 



d borbOT expensi 



Objections* to the tax on net income have arisen chiefly from the administra- 
tive standpoint. Chief among these has been the contention that receipts might 
be largely exhansted in the payment of large salaries, thus effecting a distribu- 
lion of cor^rate income and avoiding the payment of a large portion of corporate 
taxes. This might readily happen with small corporations, where the managers 
are the chief holders of the corporate stock; but in the case of railways this need 
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scarcely be apprehended. The numerous holders of corporate securities would 
most certainly object to the curtailing of their dividends which would result 
from such a practice. 

The practice of the more advanced European nations is in line with this form 
of corporate taxation. In England corporations are taxed under the provisions 
of the general income tax law (Schedule D), on their *'net profits," determined 
substantially on the lines of the definition of net income laid down above. Bail- 
roads in addition to this tax pay a ** corporation duty," corresponding to the 
*' death duties " on individuals, in addition to a duty of 5 per cent on receipts from 
passenger traffic. 

In France corporations in general pay a tax of 3 per cent on *' les interets, divi- 
dendes, revenus et tous autres produits des actions de toute nature," besides the 
usual real estate and license taxes. Railroads in addition pay a ** public convey- 
ance " tax on passenger and express traffic. This does not, however, oi)erate as a 
direct tax on the corporation, for the tax is added to the price paid for passenger 
tickets and to the amount of express charges. Corporations generally commute 
for the payment of the usual stamp tax and the tax on the transfer of securities 
by the payment of an annual tax on the amount of their capital stock. 

Most of the States of Germany tax corporations on income. Prussia for more 
than 45 years has followed the plan of a tax on net income with its railroads. 

Italy, like England, taxes corporations on net income under the same law which 
applies the system to the taxation of individuals. All interest and dividends are 
included in the assessment. 

In the United States the possi bility of applying such a method would depend to 
a degree on the attitude of the United States Supreme Court. The question arises 
whether or not this form of taxation, so far as it applied to income from interstate 
traffic, would encounter the same objections as the tax on gross receipts. 

In the case of State Tax on Railway Gross Receipts' the court said: **Iti8 
not denied that net earnings of such corporations are taxable by State authority 
without any inquiry after tneir soui-ces." * * * if this statement is to be taken 
as an accurate index of the tendency of the court in the matter, it would be need- 
less to inquire further. The decision in this case has, however, since been largely 
discredited; and even though the validity of this particular statement has not 
been called into question, it would not be well to base any general conclusion 
upon it alone. 

The only other case which sheds any light on the question is that of Philadel- 

ghia and Southern Steamship Company v. Pennsylvania.^ In this case, which 
ad to do with the Pennsylvania tax on gross receipts, the court say: 
''As a tax on transportation * * * it can not be supported where that trans- 
portation is an ingredient of interstate or foreign commerce, even though the law 
imposing the tax be expressed in such general terms as to include receipts from 
transportation which are properly taxable. It is unnecessary, therefore, to discuss 
the question which would arise if the tax were properly a tax on income. It is 
clearly not such, but a tax on transportation only.'' 

The most that can be said, therefore, is that a tax on the net income of trans- 
portation companies would probably not be regarded as an interference with 
interstate commerce, even though such income were in part the product of inter- 
state traffic. 

C. THE FEE OR BENEFIT PRINCIPLE. 

Besides the various taxes proper which are levied upon corporations, there are 
certain impositions in the nature of fees — payments for special benefits rendered 
by the State. Payments of this latter character are rendered to Government in 
return for the right to become a corporation and the right to do business in a 
corporate capacity. 

The fee principle lies at the root of a variety of impositions levied under a 
variety of names; and in some cases it is almost impossible to distinsruish that 
part of a levy which is imposed under the fee principle from that which is levied 
nuder the tax principle. In such cases the payment for benefit received is 
involved in the total tax payment, and is the justification for a departure from 
the test of tax-paying ability in tax distribution. The most important of these 
levies is the franchise tax. 

** The right or privilege given by the State to two or more persons of being a 
corporation — that is, of doing business in a corporate capacity" 3— constitutes a 

116 Wall., 284. 
2122U. S., 326. 
3E. g., see Home Insurance Company v. New York (434 U. S., 594.) 
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franchise. The franchise tax is levied with a view to securing for the State some 
return from the valuable privilege which it has granted. 

The California constitution of 1879 first brought franchise taxation prominently 
into notice. Since that time the method has been incorporated into the tax sys- 
tems of a majority of the States, and its legality has been confirmed by the deci- 
sioiis of the TJnited States courts.^ 

The right to tax a franchise is limited to the State granting it, for the corporate 
franchise as such may not be taxed except under the law of the State which 
created it. But State practice generally applies the same methods to both domes- 
tic and foreign corporations by imposing taxes, as in New York, on " the corporate 
franchise or business." 

The franchises of corporations granted by the United States Government are 
not taxable by the States. The State taxation of franchises, moreover, must not 
interfere with interstate commerce. Aside from these limitations the power of 
the States to tax franchises is practically unrestricted. As a consequence differ- 
ent bases of measuring the value of the franchise have been applied at the same 
time in different States, and at different times in the same State. Gross receipts, 
dividends, profits, indebtedness, capital stock, capital stock minus value of prop- 
ei*ty, capital stock minus value of realty, etc., have all been employed for this 
purpose. 

In Illinois the value of the franchise and capital stock subject to taxation is 
declared to be the capital stock and debt in excess of the value of the tangible 
property which is otherwise taxed. In practice, however, in the case of railroads, 
the valuation of the tangible property has been such as to leave no excess to be 
taxed as the value of capital stock. 

In New Jersey the method followed is not substantially different from the 
Illinois method, although it is subject to variation from time to time. 

The California method provides for the taxation of the excess of capital stock 
over value of property. In Massachusetts *' a fair cash valuation " of the corpo- 
rate capital stock is taken as the " true value of its corporate franchise.'' In Ken- 
tucky capital stock less the assessed value of tangible property in the State meas- 
ures the value of the franchise. The Mississippi law vaguely declares that the 
State railroad assessors in appraising the value of the corporate property shall 
'*take into consideration the value of the franchise" and **the capital stock 
engaged in business in this State." The provision in the Vermont law is equally 
vague, although in that State transportation companies generally have paid a tax 
on gross receipts in lieu of the tax on '• rights, corporate franchise, and property." 
In Kansas. Tennessee, and in other States, earnings, capital stock, and debt are 
all taken into consideration in valuing the corporate property and franchise for 
taxation. 

It will thus be seen that the *' franchise tax" does not stand for any definite 
method of levy. From the legal standpoint, however, it has a high importance 
from the service which it renders in avoiding certain restrictions which, without 
it, would arise in the administration of the ordinary methods of corporate 
taxation. 

Thus, the constitutions of a number of States require that taxes on property 
shall be unifoi-m. It is often desirable in the taxation of corporations to have 
recourse to methods which if applied to property as property taxes would be 
held unconstitutional owing to lact of uniformity in their operation. The legal 
fiction of the *' franchise tax" obviates this difficulty. Then, too, as we have 
already indicated. State taxes on property the subject of interstate traffic or on 
receipts the product of interstate business are unconstitutional, but when such a 
tax is levied as a franchise tax its validity is indisputable. 

Furthermore, if a tax is a franchise' tax, exemptions for certain otherwise 
exempt or extraterritorial property can not be claimed as under the property tax. 

Lastly, if a tax is a franchise tax certain objections to double taxation are 
removed. For instance, under the property tax the capital stock of a coi*poration 
may be taxed only on that portion employed in carrying on its business within 
the State in which the tax is levied. Under the franchise tax the entire capital 
stock is liable even if in part invested in property situated within another State 
and taxed by that State. 

The so-called *' license" and ''privilege" taxes closely resemble the franchise 
tax. Examples of this are the New Jersey " license tax on the corporate fran- 
chises" of telegraph, telephone, express, and parlor car companies, the Wisconsin 
"license tax" on the gross earnings of railroads, the Mississippi "privilege tax" 
on railroad and car companies, and the Tennessee "privilege tax" on railroad, 
express, telegraph, and telephone companies. 

1 E. g., see Home Insurance Company v. New York (434 U. S., 594). 
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D. LOCAL TAXATION. 

There are four main plans followed in adjusting the relations of local taxing 
jurisdictions to transportation companies: (1) That of locally taxing all transpor- 
tation property. (2) That of taxing locally only such property as is not directly 
employed m conducting transportation. (3) That of no local tax, but a distribu- 
tion locally of a portion of the proceeds of State taxes, and (4) that of no local 
tax and no local distribution. 

A variety of opinion exists with regard to the desirability of these different 
methods. The advisability of separating the objects of State and local taxation 
has been widely emphasized. The Pennsylvania tax conference, for instance, 
reported on this point substantially as follows: 

'' In many States the State government gets its revenue from a State tax on 
county valuations. This was originally the case in Pennsylvania; but a ' series 
of amendments and judicial decisions — ^partly by accident and partly by design ' — 
resulted in the separation of State and local sources of revenue. A system of ad 
valorem State taxation, under which each county's quota is made to depend on 
the valuation of property in each county, renders a proclivity to low valuations 
irresistible. In neignboring States the assessed value of taxable proi)erty has 
reached a very low ratio, and ' it requires constant contention on the part of the 
taxing officers in those States to prevent it from getting still lower.' The follow- 
ing are the aggregate values of real estate in the States named for 1890 or 1891: 

New York: Controller's Report, 1890, page 106 $3,272,423,743 

Ohio: Auditor's Report, 1891, page 198 1, 151, 038, 031 

Indiana: Auditor's Report, 1891, page 215 795, 418. 117 

Illinois: Proceedings of Board of Equalization, 1891, page 35 ....-., 375, 294, 398 

Iowa: Auditor's Report, 1891, page 79 376, 181, 276 

Kentucky: Auditor's Report, 1891, page 249 236, 233, 808 

West Virginia: Auditor's Report, 1891, page 48 121,202,365 

** There is also a complaint against the undervaluation of taxable property in 
Pennsylvania, but it must be conceded that our total aggregate valuation of 
$2,002,942,127, as shown by the report of the secretary of internal affairs for 1891, 
bears a far higher ratio to the actual selling value of our real estate than is shown 
by the reports of the other States named." 

In the same report figures are given for State and local taxes in Pennsylvania 
in 1892, which may be grouped together as follows: 



Total taxes 

Railroad taxes 



State, county, 
and local. 



847,328,842 
2,666,331 



County and 
local. 



$35,995,616 
834,905 



Per cent, 

county 

and local. 



76.05 
31.31 



Upon the question of local assessment the conference committee conclude: 

"While a difference of opinion exists as to whether taxation should be levied 
upon such property by the State or by the local boards, it seems to us manifest 
that it should be assessed and valued by officers whose jurisdiction extends over 
the entire State. Each railroad, canal, telegraph, or pipe line should be valued as 
a whole, and if any apportionment is made it should be an apportionment of the 
average valuation per mile, or of the avails of taxation. This plan has been 
adopted by a large majority of our sister States." 

In New York the joint committee on taxation of the legislature of 1899 looked 
with favor upon the abolition of the local property tax on railroads, but found it 
impracticable to recommend its abolition. The committee said: 

'• We believe, as a fundamental principle of government, that a political entity, 
in this case the State, should have an independent jurisdiction, into which it alone 
may go, and from which it may realize sufficient revenue for its own support. 
Another result of the separation of the State from local taxation would be the 
strict accountability to which local officials would be held in raising and dis- 
bursing moneys used for the support of local government. 

" The committee, therefore, has sought for subjects of taxation which, together 
with the indirect revenue now collected by the State, will be sufficient for the 
support of State government. 

'* It was believed at the outset that this purpose might be accomplished by with- 
drawing from local taxation steam and surface railroads, telegraph, telephone, elec- 
tric light and power companies, gas, water, and pipe-line companies, and banks and 
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trust companies, and by levying upon such corporations a definite rate of taxation 
for State purposes. In order to determine the feasibility of such a plan it became 
necessary to ascertain what proportion of the total tax raised by the political divi- 
sions of the State upon the property of such corporations was paid by them, and the 
committee with very great labor caused to be gathered the entire sums paid by the 
corporations named in three of the counties of the State, to wit: Oswego, Catta- 
raugus, and Chenango. The result was indeed startling in many of its aspects. 
It was found that in the county of Oswego, in the year 1897, the sum of $627,759.82 
was raised by taxation for all purposes, and that of this sum the steam raikoads 
alone paid 9.03 per cent, and that in the county of Cattaraugus, in the year 1898, 
$484,358.22 was raised by taxation for all purposes, and of this sum the steam rail- 
roads alone paid 11.89 x>er cent, and that in the county of Chenango, in the year 
1897. $317,837.69 was raised by taxation for all purposes, and that of this sum the 
steam railroads alone paid 7.97 per cent. In some school districts in the counties 
named the steam railroads alone paid 50 per cent of the taxes. While the labor 
involved in the exact ascertainment of the taxes paid by the corporations named 
was so great that more counties could not be analyzed, it is safe to say that these 
three counties furnish a criterion for the rest of the State." 

The following table will summarize the committee's investigation on this point. 
It must be borne in mind that the figures will have to do only with such taxes as 
are locally assessed; 



County. 



Oswego b 

Chenango 6. . 
Cattaraugus c 

Total . . 



Total tax 
levied. 



$627,759.82 
317,837.69 
484,358.22 



1,429,955.73 



State tax. 



$65,397.85 
40,743.68 
49,038.99 



165,180.52 



Local tax. a 


Per cent 

State to 

total. 


$562,361.97 
277,094.01 
435,319.23 


10.42 
12.82 
10.13 


1,274,775.21 


10.85 



Ratio of 

local to 

total tax. 



PerceTit. 
89.58 
87.18 
89.87 



89.15 



County. 



Oswegoft 

Chenango b . . 
Cattaraugus c 

Total... 



Taxes on real and personal property of— 



Railroads. 



$56,689.23 
26,344.67 
67,566.43 



139,600.33 



Proportion of 

total paid by 

railroads. 



Percent. 
9.03 
7.97 
11.89 



9.76 



All corpora- 
tions, d 



$85,193.34 
44,482.80 
97,804.49 



227,480.63 



Proportion of 
total paid by 
all corpora- 
tions. 



Percent. 
13.57 
13.99 
20.19 



15.90 



a County, city, town, village, local school, and highway taxes. 
b Figures for 1897. 
c Figures for 1898. 

d Steam railroad, street railroad, telegraph, telephone, electric light, power, gas, water, pipe line, 
and trust companies, and banks. 

The Maine tax commission viewed with disfavor the separation of State and 
local taxation. They say: 

" It is believed by many that it may be possible to assess upon corjxorations an 
amount sufficient for State expenses, and thus the necessity for a property tax 
for State purposes be avoided. If this were possible within the limit of just 
taxation of corporations, it would, to a considerable extent, relieve the gen- 
eral tax burden of the people. But there are other questions besides that of a 
slight decrease of taxation to be considered in this connection. Would it be a 
wise and salutary thing to sever the financial ligament which now closely unites 
the State government with the town, and, in fact, with every individual? Would 
it be beneficial to the people at large to have the power and infiuence of corpora- 
tions so immensely extended as they would be in case the State were dependent 
alone on them for its revenues? 

** It appears to us that such a policy would not be wise, and that to resort to it 
would be to sacrifice an important principle, a paternal and unifying element of 
State government, at a very cheap price."* 



1 Report of Maine Tax Commission of 1889, p. 56. 
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Upon the matter of a distribution of a portion of the proceeds of State taxation 
among the local districts, the Pennsylvania tax conference said: 

*'In this State we are drifting into a practice of collecting revenue into the 
State treasury far in excess of the needs of the State government, with the pur- 
pose of distributing the surplus among the townships and municipalities in aid 
of local taxation. The wisaom of such a policy is questionable. It is an unnec- 
essary circumlocution, and exposes the nublic revenues to additional dangers of 
waste and misappropriation. There will be an irresistible tendency in the legis- 
lature year by year to increase the appropriations in aid of local charities and 
other objects whose benefits are not evenly diffused, thus decreasing the amount 
available each year for schools and roads. The honest and economical adminis- 
tration of public affairs can be better promoted, and the self-reliance of the peo- 
ple better preserved, by remanding the whole process of collecting and disbursing 
local public revenues to the local authorities as far as possible. To centralize the 
fiscal department of all branches of civil administration at the capital, making 
the local authorities dependent on the legislature for the means to defray their 
necessary expenses, is a vital thrust at the doctrine of local self-government. 

In New Jersey the act of 1884, among other things, provided for the taxation 
of " main stem " or " first-class property," and for property other than main stem 
or "second-class property," by State authorities, with a subsequent distribution 
of the tax on " second-class property" among the local districts. " This system 
of taxing property, used for railroad and canal purposes, may be described in a 
sentence as a property tax by the State, through State assessors or oflScers, in its 
entirety as a unit, for the use of the State, with a distribution of a part of the tax 
by the State to the local taxing districts for the support and maintenance of the 
local or municipal governments. " * 

The New Jersey tax commission of 1897, whose report deals largely with local 
taxation, concludes that the method of distribution works injustice in that State. 
The commission says: * 'Assuming as a fact that the property used for railroad 
and canal purposes does pay as much tax, that is, as many dollars, relatively to a 
like amount or property owned by individuals and other corporations, it does not 
follow as a logical secjuence that the distribution by the State to the local taxing 
districts is just or fair. On the contrary, it has been shown by evidence and facts 
before us that the act of 1884 in its practical operation works some injustice to 
the local districts of the State, not only in the relative amount of land withdrawn 
completely from the local or municipal tax comprised in the * miain stems ' com- 
monly known as first-class property, but also in the amount of tax which the 
local taxing districts receive from the land commonly designated as second-class 
property." 2 

And further: "A study of local or municipal taxation in the United States will 
show that land is the chief source, the principal object of local taxation. * * * 

"Whenever this principle is violated in a system of taxation, it throws the 
local or municipal governments out of joint. In the city of Washington, where 
the land occupied by the buildings of the National Government was exempt from 
taxation, the Durden became so onerous on the individual owners of land that at 
one time it threatened financial disaster to the District of Columbia, until the 
Federal Government assumed part of the expenses of the local government, or 
contributed to such expenses in lieu of the land which was held by the Federal 
and foreign governments exempt from local or municipal taxation. The lands 
used for railroad purposes in the principal terminal cities of the United States, 
such as New York, Boston, Buffalo, Chicago, Philadelphia, and Pittsburg, are 
taxed locally for the use of the local governments.''^ 

* * * " When it is shown that * * * the geographical position of some of 
the local taxing districts in the State is such that in those taxing districts it is neces- 
sary, for the proper and legitimate development and operation of the railroad 
companies, to acquire and hold, in addition to their main stena, large tracts or 
blocks of land, there is no reason in good morals or sound principles of taxation 
why the State should deprive the local municipalities of the taxes derived from 
tracts or blocks of land held and used for railroad purposes, in addition to the 
main stems, and known as second-class property under the act of 1884. It is the 
illogical result of an otherwise logical system."* 

1 Report of the New Jersey tax commission of 1897, p. 9. 

2 Ibid., p. 13. 
8 Ibid., p. 18. 

< Report of the New Jersey tax commission of 1897, p. 20. 
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In Massachusetts the method of distribution followed by that State was regarded 
with disfavor by the tax commission of 1897.' The commission says: 

'' There are, however, some questions as to the present mode of distributing the 
proceeds of the taxes on corporate excess to which we think it necessary to call 
the attention of the general court. They are distributed, it will be remembered, 
among the several cities and towns according to the ownership of shares by their 
inhabitants. We have already referred to some anomalous results of this method 
of distribution. It causes disproportionately large sums to be turned over to a 
few towns much resorted to by people of means. But, even apart from these 
difficulties, there are others which make it doubtful whether under any circum- 
stances corporate excess should be made a direct source of revenue to the towns 
and cities. 

*' With many corporations there is a very large corporate excess. All railways, 
by an old decision of the courts, are exempt from local taxation on their right of 
way; and, in any case, the value of their real estate and machinery, taxable 
locally, is not a great proportion of their total valuation. This is even more 
strikingly true in the case of street railways. The cities and towns where the 
shareholders happen to reside, perhaps distant from the places where the enter- 
prises are carried on, get the main benefit of the taxes. '"^ 

In West Virginia the railroad taxes are paid into the State treasury, and a 
portion locally distributed upon the basis of the situs of the railroad property 
taxed. The New Hampshire method is a cross between the Massachusetts and 
West Virginia methods. In that State the tax on the general property of rail- 
roads (excepting real estate not in the right of way, which is locally assessed and 
taxed) is paid to State officials, who subsequently distribute among the towns one- 
fourth of the proceeds of the tax according to the value of railroad property in 
those towns, and of the residue, to each town such proi)ortion as the nun\ber of 
shares held by its residents bears to the total capital stock of the various railroad 
companies. 3 

In Wisconsin State court decisions have been adverse to the taxation of rail- 
road property, whether by State or local authorities,** and a similar state of affairs 
now exists in Minnesota.* 

E. UNIFORMITY IN RAILWAY TAXATION AMONG THE STATES. 

The table which follows will throw some light upon the question of the extent 
to which current State tax methods approach uniformity in their treatment of 
the individual railway systems of the country. Three of the trunk lines have 



1 The following table, taken from page 67 of the report of the Massachusetts tax commission of 1897, 
will show the effect of the distribution carried out in that State: 



State 

Thirty-two cities 

All towns 

Eighteen towns 

Three hundred and three towns 



Population, 
1895. 



2,500,183 
1,635,767 

864,416 
62,529 

801,887 



Tax distrib- 
uted, 1896. 



$2,685,795.63 

1,778,369.23 

807,436.40 

332,310.77 

475,125.63 



Tax dis- 
tributed 
per capita. 



$1.03 
1.08 

.93 
5.31 

.69 



The 18 selected towns get five times as much €is the average for the State, per head of population, of 
the proceeds of the tax on corporate excess. As compared with the remaining towns, less fortunate 
in tne ownership of securities by their inhabitants, these few towns get nearly ten times as much per 
head of population. 

s Report of Massachusetts tax commission of 1897, p. 70. 

3 The following table will illustrate the working of the New Hampshire method of distribution. 
The figures for population are compiled from the census returns of 1900; those for the amounts of the 
tax distributed, from the New Hampshire treasurer's report, June 1, 1900: 



All cities and towns in State . . 
Fifty-eight towns and cities. . . 
Twenty-seven towns and cities 
Six towns and cities 



Population, 
1900. 



411,688 

114,558 

153,882 

43, 139 



Tax distrib- 
uted, 1899. 



$210,105.94 
13,206.66 
84, 921. 96 
90,278.09 



Tax dis- 
tributed 
per capita. 



$0.51 

.11 

.55 

2.09 



* For a history of this question see Wisconsin Central Railroad Co. v. Taylor County (52 Wis., 37). 
fi Steams v. Minnesota, decided in the United States Supreme Court, December 3, 1900. 
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The following table' will show the effect of exieting tax methods upon roade 
aitnated in different sections of the country, as grouped in the statiatical report 
of the Interstate Commerce Commiasion: 
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Chaptee III. 
SOITBU: TAXATIOir. 

The problems arisii^ ont of double taxation are easentiallv the product of the 
complex indastrial system of the present day. New complications in protjerty 
rights have ariaen, which, under the continued application of the principles of 
the property tax, have resulted in much injuBtice and confusion. 

Double taxation arises from two sources — either from the repeated taxation of 
the same class of subjects by the same governmental authority, or from the taxa- 
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tion of the same class of subjects by competing authorities. The latter is the 
outcome of the modern mobility of capital and labor; the former results largely 
from the fact that property and certificates of ownership in proi)ex*ty in their 
various forms have both become the objects of taxation. 

It might be well to remark at this point that double taxation is not necessarily 
unjust taxation. This fact is often overlooked in the use of a *' phrase which is 
itself briniful of duplicity and highly convenient for sophistical reasoners." ' 

A. DOUBLE TAXATION BY THE SAME JURISDICTION. 

1. Double taxation of property and indebtedness. — It is almost superfluous to 
state that this question arises only under the property tax. One of its phases is 
the taxation of corporate property and corporate indebtedness. 

In the taxation of individuals it is not an unusual practice in the assessment of 
property either to deduct indebtedness from the final valuation or to exempt 
indebtedness from taxation when the total property is taxed. This is done, for 
instance, in the case of mortgages on real estate in several States, to avoid what 
might otherwise be unjust double taxation. The analogy, however, must not be 
carried over into the taxation of the capital stock and indebtedness of a corpora- 
tion; a distinction between corporate and individual indebtedness must not be 
overlooked. In the case of individuals it would generally be unjust to tax both 
proi)erty and mortgage debt, because the real taxable property, when the mort- 
gage is taxed, is only the surplus above indebtedness. Corporate bonded debt is 
a portion of the corporate capital. To tax indebtedness of this character in ad^- 
tion to the capital stock is not double taxation, for the capital stock is representa- 
tive of only a portion of the corporate property. To tax corporate property as 
well as indebtedness, however, is another question, which gives rise to considera- 
tions very similar to those involved in the taxation of both property and capital 
stock. This will come up later. 

It is not uncommonly the practice among the States to forbid the exemption of 
funded debt when capital stock is taxed. A number of States, notably California, 
Connecticut, Illinois, and Maryland, permit individuals to deduct indebtedness, 
but forbid the same practice on the part of corporations. This policy was upheld 
in the California courts in a decision which pointed out clearly the distinction 
between individual and corporate indebtedness.* The Utah statute which for- 
bids the deduction of bonds in the listing of credits illustrates an analogous 
practice. 

There is really no injustice in such a policy. Injustice, in fact, in most cases 
arises from the opposite practice. As an illustration of this fact may be cited the 
case of **a company which never paid a dollar of State tax upon capital stock 
prior to 1895. The New York, Pennsylvania and Ohio Railroad Comi)any, with 
a capital stock of $44,999,350 and $129,853,080 bonded and other indebtedness out- 
standing, the cost of the road and equipment being $170,987,509, was the owner of 
429.59 miles of railroad, extending from Salamanca, N. Y., to Dayton, Ohio, it 
being the connecting link between the east and the west of the Erie Railway sys- 
tem and competing with the Lake Shore, Baltimore and Ohio, and Pennsylvania 
railroads. Of the total mileage, 126.18 were within the State of Pennsylvania. 
As stated before, this company had never paid to the State a tax on capital stock 
or bonds, because it was claimed that this property was 'bonded' far beyond its 
actual value, and therefore the capital stock was worthless. The bonds were 
owned by nonresidents of the State, and therefore not taxable. * * * This 
case is given as an example, showing how many corporations have heretofore 
escaped taxation by reason of a funded debt, which is capital invited by the stock- 
holders with the hope that they will dei^ive additional benefit from such added 
capital."^ 

In New York, as concerns the local taxation of capital stock, it has been held 
by the courts that in estimating the value of the capital stock of a corporation its 
indebtedness is to be considered; but the valuation having been fixed, only the 
value of the real estate and not the amount of indebtedness is to be deducted 
therefrom.-* Where, however, the '* capital stock is of no actual value" because 
of indebtedness exceeding assets, it must not be assessed.* This is applicable only 
to domestic corporations. 

1 Report of the Joint Committee on Taxation, New York legislature, 1900, p. 10. 

2 Central Paeifle Railroad Co. v. Board of Equalization, 60 Cal., 36. 
« Report of the Auditor General of Pennsylvania for 1897, p. vi. 

* People, ex rel. Broadway and C. R. R. Co., v. Commissioners of Taxes (1 Thomp. & C, 636). 
6 People, ex rel. West Side and Yonkers Railway Co., v. Commissioners of Taxes (31 Hun., 82). 
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The taxation of the interest on bonds involves the same principle as the taxation 
of the bonds themselves. Interest on bonded debt as fully as dividends on stock 
constitute an integral part of the corporate income and are, as much as the latter, 
a product of the corporate investment. 

2. Double taxation of property and stock. — A second phase of the double taxa- 
tion of the same class of subjects by the same jurisdiction is the double taxation of 
property and of capital stock. To tax a corporation on its property and at the 
same time to levy a tax on its securities, as if they were substantive and inde- 
pendent property, is in effect unjust double taxation. It can not be denied that 
corporate property and capital stock are not identical. As brought out in 
Commonwealth v. Hamilton Manufacturing Co.,' "the market value of the 
shares of a corporation * * * does not necessarily indicate the actual value or 
amount of property which a corporation may own. The price for which all shares 
would sell may greatly exceed the aggregate of the corporate property, or it may fall 
very far short of it. Undoubtedly the amount of property belonging to a corpora- 
tion is one of the considerations which enter into the market value of its shares, 
but such market value also embraces other essential elements. * * * It is the 
estimate put on the potentiality of a corporation, on its capacity to avail itself 
profitably of the franchise, and on the mode in which it uses its privileges as a cor- 
porate body, which materially influences and often controls its market value." 

While this is true, it will readily be granted that the value of the property is 
bound up in the value of the capital stock, i. e., that the property is at least a 
part, if not the whole, of the corporate investment which capital stock is sup- 
posed to represent. So far as the two are representative of the same taxable 
capacity, therefore, the taxation of both by the same authority would be unjust 
double taxation. 

In general, the legislation and legal decisions of the various States have been 
adverse to double taxation of this character. The courts of Maryland have from 
the beginning followed the principle that a tax on capital stock covers a tax on 
property, and that, therefore, the taxation of both at the same time is unjust. 
In a number of States (e.g., Alabama, Illinois, Indiana, and Vermont) this prin- 
ciple is recognized and only the excess of capital stock over property is taxed. A 
recent law in Wyoming provides that the property of domestic corporations shall 
be assessed and taxed in the same manner as the property of individuals; ** but 
the capital stock of such corporations, representing, as it does, simply the interests 
of the owner thereof in the property of such corporation, shall not be taxed." 
In California the taxation of both property and capital stock has been declared 
by statute to be double taxation, so that neither the corporation nor the share- 
holder is taxed on capital stock or shares. Colorado follows the dictum that the 
taxation of tangible property and pf shares of stock is not double taxation. The 
opposite is the practice in Illinois, as well as in Florida and Idaho, where it has 
been declared that, when corporations are taxed on their property, shares of stock 
in those corporations shall not be taxed. In Kansas, shares of stock are taxable to 
holders after property deductions have been made. In New Jersey, shares of 
stock are not assessed against holders when the corporation is taxed on its property 
and franchise. In New Mexic6, statute provision declares that when a corporation 
is taxed, either on its property or on its capital stock, shareholders are not to be 
taxed on their shares. The same provision is made in South Carolina, Tennessee, 
Utah, Washington, West Virginia, and a few other States; though in Tennessee 
a legal decision * arrives at the conclusion that the State may lay such a tax, not- 
withstanding the statute to the contrary. In all of these cases, however, a dis- 
tinction must be drawn between capital stock and shares in the hands of holders. 
This will be brought up again later. 

Early legal opinion in Pennsylvania was not adverse to a tax on both corporate 
property and capital stock. In Pittsburg, etc. , R. R. Co. v. Pennsylvania,^ the court 
delivered the opinion that *' the power of the legislature is as ample to tax twice as 
to tax once, and it is done daily, as all experience shows. Equality of taxation is 
not required by the constitution." But the general trend of subsequent decisions 
has been in the opposite direction. For instance, it has been held'* that the capi- 
tal stock of corporations representing tangible property outside of Pennsylvania 
is not taxable in Pennsylvania; and further,^ that " capital stock represents the 
franchises as well as the property of the company," affirming several previous 

1 12 Allen, 303. 
2 3 Pickle, 406. 
"^ee Pa., 77. 

* Commonwealth v. Standard Oil Co. (101 Pa., 119) and Commonwealths. American Dredging Co, 
<122 Pa., 387). 

* Commonwealth v. Delaware, Susquehanna and Schuylkill R. R. Co. (165 Pa., 44). 
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decisions to the effect that the property of a corporation essential to the carrying- 
on of its business is included in its capital stock and must not, therefore, be sepa- 
rately taxed. 

Those State methods which tax capital stock after making deductions for the 
value of property locally taxed (as in Massachusetts) , act as a discrimination against 
individuals, which is not necessary as a guard against double taxation. Individ- 
uals are taxed on their property by both State and local authorities. The analo- 
gous practice in the case of corporations would be local taxation on its present 
basis, and State taxation of capital without property deduction. The decision in 
Commonwealth v. Cemetery Co.* very well expresses this view: **A tax on capital 
stock is a tax for State pui*po8es only, so that local taxation upon the property in 
which the capital stock of a company is invested is not double taxation." 

B. DOUBLE TAXATION BY COMPETING JURISDICTIONS. 

This problem is one in which possible complications are numerous. It is one 
which may arise in its different forms between foreign States, separate common- 
wealths, or separate local districts. In the present instance those questions 
which come up among the several States are the important ones. 

A variety or practice has sprung up in this respect, and a practical solution of 
the difficulties of the situation is by no means simple. Professor Seligman believes 
that the easiest way out of the confusion would be that of levying the tax in those 
districts where economic interest is involved. Such a plan would necessitate a 
division of the tax between the place of domicile of a corporation and the place 
or places in which business is done and earnings derived. With transportation 
companies such a plan might be followed out somewhat in the following manner: 
Regarding the domicile of the company as the place of its incorporation, let the 
incorporation tax — possibly an annual sum — represent that portion which should 
go to the State of domicile of the corporation; then let the main tax, or tax proper, 
be paid to the State or States in which the corporate business is carried on. Such 
a plan could be completely realized only after substantial interstate agreements 
have been reached or the National Government has taken a hand in the matter. 
There is thus far no complete uniformity in the practice of the States on any of 
the various phases of the question. 

1. Interstate taxation of corporate property. — The first phase of the problem 
arises in the interstate taxation of corporate property. As concerns real estate 
the interstate feature of the problem is a simple one, the universal rule being that 
such property shall be taxed where situated. An early New York decision ^ to 
the effect that real estate is not to be assessed at a company's principal place of 
business, but where it lies, shows the general attitude on this question. The diffi- 
culty arises in the taxation of personal property. Here the practice varies 
between the taxation of this class of property according to its actual situation, as 
well as according to the residence or domicile of its owner; i. e., in legal termi- 
nology, according to the principle of situs or that of mobilia personam sequuntur. 

In New York, property located out of the State can not be made the subject of 
taxation by its power; and, conversely, the personal property of a nonresident, 
situated within the State, may be taxed by it, except as modified by statute pro- 
vision.^ It has been further held, however, that to exempt the personal property 
of a corporation because it is outside of the State, the change of location must be 
permanent and unequivocal.** A similar decision has been reached in Illinois.* 
in Missouri, likewise, '* the actual situs of personal property , and not the domicile 
of the owner, determines under the law where it shall be taxed. ^ 

In Pennsylvania the same principle has been recognized in the taxation of capi- 
tal stock. The court has decided that capital stock invested in real estate and in 
other railroads outside of the State, as well as in vessels, barges, etc., wholly used 
outside of the State, is not subject to taxation in Pennsylvania, but in the State 
where it exists and is used.^ In Maryland, Kansas, Michigan, South Carolina, and 
other States the principle of situs is likewise applied. As stated in a prominent 

» 170 Pa., 227. 

2 Hudson River Bridge Co. v. Patterson (11 Hun., 527). 

8 People ex. rel. Hoyt v. Commissioners of Taxes (23 N. Y., 224). It would appear from the decision 
that ships at sea, registered at a port within the State, and consequently having no situs elsewhere, 
arejustly taxable to the resident owner. 

* People ex rel. Pacific Mail Steamship Co. (64 U. S., 641). 

* Supervisors, etc., v. Davenport (40 IlJ.,197). 
« St. Louis V. Taylor's Admrs. (47 Mo., 594) . 

7 Commonwealth v. Delaware, Lackawanna and Western R. R. Co. (145 Pa., 96) 

618a 3 
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legal treatise,^ *' Personal property, permanently remaining in a State, has a situa 
therein for the purposes of taxation although belonging to a foreign corporation." 

In other States, however, the practice of taxing domestic companies on their 
entire property, regardless of its location, is in some cases applied, so that the 
same property is taxed twice by different States. With railroads the difficulty is 
no longer of particular significane so far as concerns tangible personality subject 
to measurably permanent location, but with rolling stock the question is more 
complicated. The difference between the two kinds of property is recognized in 
the Tennessee law taxing railroad companies. Real estate and personalty haying 
stable location are taxed as '* localized property," and assessed in the locahly 
where situated ; property having no actual situs — ^i. e. , rolling stock — ^is known as 
** distributable property." and is assessed against the company employing it on a 
pro rata mileage basis. In those States where rolling stock is assessed as part of 
a general railroad-property valuation, the same method is generally employed. 

In Marye v. Baltimore and Ohio Railroad Co.,* it was decided that the 
situs of rolling stock may be fixed in whatever locality such property may be 
brought and used by its owner by the law of the place where it is found. In this 
particular case the right of Virginia to tax the rolling stock of the Baltimore and 
Ohio Railroad Company was not allowed on the ground that the Virginia law had 
application only to domestic corporations. But in respect to the general ri^ht of 
a State to tax the rolling stock of foreign corporations employed within its limits, 
the court said that '• it would certainly be competent and legitimate for the State 
to impose upon such property, thus used and employed, its fair share of the bur- 
dens of taxation imposed upon other similar property used in the like way by its 
own citizens." 

In the State railroad freight tax cases,^ the court, referring to the principle of 
mooilia personam sequuntur, says that "it may be doubted very reasonably 
whether such a rule can be applied to a railroad corporation as between the dif- 
ferent localities embraced by its line of road; * * * the rule is merely the law 
of the State which recognizes it * * * [and] therefore, subject to legislative 
repeal." In Baltimore and Ohio Railroaa Co. v. Allen,* it was held that in 
the case of a leased line, rolling stock used thereon has its situs there. In Pull- 
man Palace Car Co. v. Twombly,^ it was decided that cars used on a rail- 
road, and owned by a nonresident of any State in which they are employ^, are 
not exempt from taxation in that State by reason of their being instrumentalities 
used exclusively for interstate commerce. 

From these decisions it will be seen that the power of the States to tax rolling 
stock used at all within their borders is not subject to narrow restrictions. The 
right to do this upon a pro rata mileage basis in the case of companies engaged in 
interstate commerce is undisputed; and State practice, as already indicated, is 
following this plan. 

The rule as to vessels engaged in foreign or interstate commerce is, that their 
situs for purposes of taxation is their home port of registry, or if unregistered, 
the residence of their owner.® Somewhat analogous is the Pennsylvania Secision" 
that corporate property like barges, dredges etc. , without permanent location in 
any place, is taxable only in the State of the corporation's domicile. 

2. Interstate taxation of corporate securities. — The second phase of the double 
taxation of the same class of subjects by competing authorities is the interstate 
taxation of corporate securities. The evils resulting from double taxation of 
this character have been so generally recognized as to call for express legislation 
on the subject in a number of instances. In New York the law of 1880 (chap. 
42) provided for the taxation of corporations on their entire capital stock. In 
1885 this was so amended as to extend only to that portion of the capital stock 
employed in business within the State. A court decision^ in 1887, however, on 
the basis of the law of 1880, held that the entire capital stock, and not the portion 
of it employed within the State, was the legal measure of business done within 
the State. Subsequent legislation came around to the principle of the law of 
1885 for both foreign and domestic corporations. 

In Pennsylvania the practice has uniformly been that of taxing only that por- 
tion of the capital stock represented by business done in the State. This was 
given judicial sanction in Commonwealth v. Standard Oil Co., where it was held 

1 Pierce on Railroads. 

2 1*27 U.S., 117. 

3 92 U.S., 607. 

4 22 Fed. Rep., 376. 
629 Fed. Rep.^ 658. 

« Hays V. Pacific Mail Steamship Co. (17 Howard, 596). 

7 Commonwealth v. American Dredging Co. (122 Pa., 386). 

8 People V. Horn Silver Mining Co. (105 N. Y., 76). 
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that the "power of taxation is limited to subjects within the jurisdiction of the 
State," and that the laws of the State were not intended to tax the entire capit^ 
stock of a foreign corporation, ** but to tax the property of such company, that 
is, its capital stock, to the extent that it brings such property within the State in 
the transaction of its business." In the case of transportation companies this 
has generally been determined upon a mileage basis. The validity of this method 
as applied in Pennsylvania was afl&rmed in Erie Railway Co. v, Pa.,^ and again 
in Pullman Palace Car Co.,^ where it was held that the capital stock of a trans- 
I)ortation company, represented by its equipment used interchangeably within 
and without a State, is taxable upon a pro-rata mileage basis. 

The same conclusion had already been reached at a much earlier date in Minot 
V, P. W. & B. R. R. Co. ,^ where it was held that the taxation of capital stock on 
the pro-rata mileage basis is *' a rule which, though an arbitrary one, is approx- 
imately just, at any rate is one which the legislature of Delaware was at liberty 
to adopt." 

In Connecticut, where both capital stock and indebtedness are taxable, trans- 
portation companies are assessed upon the proportional mileage basis; and in 
Massachusetts, where the corporation tax law generally applies to entire capital 
stock, transportation companies are assessed on only a mileage proportion. 

The application of this method in the taxation of telegraph companies has been 
upheld in the United States Supreme Court * as analogous to its use in the case of 
railroads. Upon the whole, the method has been quite satisfactory in avoiding 
interstate complications, though from the standpoint of justice in apportionment 
a ton-mileage basis might prove preferable in the case of railroads. Administra- 
tive difficulties might, however, counterbalance any advantages from this source. 
In the case of telephone companies, the number of instruments in use has already 
been adopted in certain cases, as not only the more just method, but the most 
practicable from the administrative standpoint. 

Just at present the practical usefulness of the method in its application to the 
taxation of express companies, as provided for in the laws of several States, is 
being threatened in a contention which is now pending in the Federal court in 
Indianapolis, and which is likely to reach the United States Supreme Court for 
final determination. One of the express companies operating in Indiana claims 
that under the Indiana law of 1893, providing for the taxation of these companies, 
the State board of tax commissioners, in arriving at the value of capital stock 
subject to taxation, shall take into consideration '* its entire mileage — ocean, lake, 
and river, foreign and domestic," and that this valuation shall be that proportion 
of the aggregate value which the length of its lines and routes within the State of 
Indiana bears to the whole length of the lines and routes of the company — ocean, 
lake, and river, foreign and domestic* Should this contention be upheld by the 
courts, the taxable value would be so materially reduced as to afford a very insig- 
nificant revenue. A more explicit statement in the law, as to what is meant by 
** such lines or routes as are outside the State of Indiana," might have avoided 
this difficulty. 

In certain States, as in Illinois, the endeavor to avoid the repeated State taxa- 
tion of capital stock has resulted in the exemption of the capital stock of foreign 
corporations on the presumption that they have already been taxed on their cap- 
ital stock in the State of their domicile. In other States, as in Rhode Island, 
shares of stock in a corporation are not taxable when the corporation is liable to 
taxation in another State; in Vermont the law goes even further and provides 
that shares in a corporation shall not be taxed when either that corporation or 
the holders of shares in that corporation are taxed in another State. 

One of the phases of the interstate taxation of corporate capital, which was 
referred to in an earlier chapter, is the question of the taxation by a State of 
that portion of a corporation's capital stock and bonded debt which is held by 
nonresidents of that State. On this question the Supreme Court of the United 
States has made a distinction between bonds and shares of stock which has been 
fruitful of many difficulties in the State taxation of corporate bonded debt. 

So far as concerns the taxation of capital stock or of shares of the same, the 
United States courts have uniformly maintained, in line with the decision in the 
Delaware Railroad tax case, that a State tax on shares of stock, even though 

1 21 Wall., 492. 

2141 U.S., 18. 

« 18 Wall., 492. 

4 Western Union Telegraph Co. v. Mass. (125 U.S., 530). 

6 Biennial Report of State Board of Tax Commissioners of Indiana, 1899. A recent letter (Feb. 1, 
1901) from the auditor of State gives the information that the case has made very slow progress. He 
states that it is the intention of the State to contest for its rights, even if it is necessary to go to the 
United States Supreme Court. 
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held by nonresidents of a State, is a tax on the corporation and not on the stock- 
holder, and is therefore valid. In New Orleans v. Houston^ it was further 
held that the assessment of a tax upon the shares of holders appearing on the 
books of a company, which the company is required to pay irrespective of any 
dividends or profits payable to the shareholder out of which it might repay itself, 
is substantially a tax upon the corporation itself. In United States v. Railroad 
Company,'^ however, the court held that a tax on dividends or interest paid by a 
corporation is a tax on the income of the stockholder or the bondholder and not on 
the income of the corx)oration. The state of the law in the taxation of capital 
stock (or of the shares constituting that capital stock), therefore, is that capi- 
tal stock may be taxed by a State regardless of the residence of the holders of 
shares. 

The legal status of a tax on bonded debt (or, as the courts would say, on the 
bonds which constitute it) has been quite different. Here it has been held that 
a State can not tax the bonds of a corporation held by nonresidents, on the 
ground that bonds are debts owed by a corporation, the property of its creditors, 
and therefore taxable only in the State of the domicile of those creditors.* In 
Bells Gap Railroad Company v. Commonwealth,* as distinguished from the deci- 
sion in New Orleans v. Houston, the court decided that a tax on bonds, though 
paid by the corporation, " is a tax on the bondholder and not on the corporation," 
m which the matter of collection was simply a matter of convenience. 

It is difficult to see, from the economic standpoint, why bonds should be treated 
differently from stocks in the matter of taxation. From this point of view the 
early Pennsylvania decision in Maltby v. Reading and Columbus Railroad Com- 
pany^ would seem to have the sounder basis. In this case the court says: 
** Corporate stocks are property here though owned beyond our jurisdiction. 
* * * But loans are not stocks, and yet the loans and stock of a railroad com- 
pany resemble each other in many respects. Both are subscribed under the 
authority of a special law, and both are so far capital that they are employed for 
the same general purpose. The certificate of stock * * * is mere paper 
evidence of property existing here. * * * Is the bond * * * anythmg 
more? * * * It is founded upon and derives its value from a mortgage, but 
that mortgage is here, and the franchises and properties which the mortgage 
binds are here within our jurisdiction. * * * Now, although loans and stocks 
are distinguishable for many purposes, yet the legislature created no very great 
solecism in treating loans as taxable property within our jurisdiction. * ♦ * 
Corporate loans, though in some sense mere debts, are like moneys at interest, 
taxable as property." 

If, however, the decision of the United States Supreme Court in Savings 
Society v. Multnomah County^ should be held to apply to corporate bonds as w9l 
as to individual mortgages, the former attitude of the court will have been 
reversed.' 

But leaving the Multnomah County case out of consideration, the course of the 
Supreme Court has not been entirely consistent. In Railroad Company v. Col- 
lector,« a case which arose over the Federal revenue law of 1864 taxing dividends, 
coupons, etc., the court held that the law was not invalid because under its pro- 
visions the tax was withheld from the dividends and interest of stockholders and 
bondholders not residing in this country. The same decision was reached in 
U. S. V. Erie Railway Co.^ In this case Justice Field points out in a dissenting 
opinion the conflicting nature of the above two decisions with that in U. S. v. 
Railroad Co. ,^^ where it was held that such a tax was a tax on the creditor and 
not on the corporation, making the tax under the law in question, according to the 
opinion arrived at in the case before the court, a tax on nonresident aliens. 

As matters stand, leaving the Multnomah County case still in doubt, the States 
may tax only that portion of a corporation's bonded debt which is held by resi- 
dents. Under the Pennsylvania law, as laid down by the courts,'^ the burden of 
proof as to the residence of its bondholders rests with the corporation — ^i. e., cor- 
porate loans in the operation of the law are assumed to be held by residents in the 
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6 52 Pa., 140. 
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7 See p. — . 

8 100 U.S., 595. 
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w 17 Wall., 322. The same general doctrine is to be found in Haight v. R. R. Co. (6 Wall., 15), and in 
R.R. Co. V.Jackson (7 Wall., 262). 
" Commonwealth v. Lehigh Valley R. R. Co. (129 Pa., 429). 
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absence of proof to the contrary. This advantage is more than counterbalanced, 
however, by the disadvantage under w^hich the State is placed in the collection 
of the tax on resident holders of bonds in a foreign corporation; for the courts of 
the State have held that a State can not, consistently w^ith the Constitution of the 
United States, impose upon a foreign corporation, when paying the interest on its 
bonds in another State, the duty of deducting from the interest paid out, the 
amount assessed upon that portion of the bonded capital held by residents of the 
first-mentioned Stated 

Should future developments along the line of the Multnomah County case fail 
to solve these difficulties, there still remains a way of partially avoiding them by 
adopting the practice of Connecticut in the matter. There transportation com- 
panies are taxed on a valuation equal to such portion of the market value of the 
capital stock and debt as is, in the economic sense, employed in business within the 
State. In the case of railroads this is determined upon a pro rata mileage basis. 

3. Interstate taxation of receipts. — The interstate taxation of corporate 
receipts, earnings, or income is another phase of the double taxation of the same 
class of subjects by competing authorities. This question has received consider- 
able attention at the hands of the United States courts. The first case of imi)or- 
tance arose in 1872 over the Pennsylvania law laying a tax on merchandise 
according to tonnage. In this case^ it was decided that any State tax upon 
freight taken up in one State to be carried into another State is an interference 
with interstate commerce, and is therefore unconstitutional. In the same year it 
was decided in another case ^ that a State tax on the gross receipts of a railway is 
not unconstitutional, even though those receipts accrue in part from freights for 
transportation from State to State. Although the company which was thus taxed 
Tvas a domestic corporation, it does not appear on the face of the decision that 
the court was desirous of making any express distinction between domestic and 
foreign corporations. The court says: *' While it must be conceded that a tax 
upon interstate transportation is invalid, there seems to be no stronger reason for 
denying the power of a State to tax the fruits of such transportation after they 
have become intermingled with the general property of the carrier than there is 
for denying her power to tax goods which have been imported after their original 
package has been broken and after they have been mixed with the mass of per- 
sonal property in the country." In the present case "the tax is laid upon the 
^oss receipts of the company; laid upon a fund which has become the property 
of the company, and possibly expended in improvements or put out at interest." 

Had the decision reached in this case, at least in its probable implication, been 
followed in subsequent cases the present difficulties which are constantly arising 
-when a State seeks to lay a tax upon the gross receipts of a foreign corporation 
from business other than that transacted wholly within that State would have 
been avoided; but a narrower interpretation has since been put upon this decision 
by the Supreme Court. In a later case* it was held that a tax on the gross 
receipts of a foreign corporation is unconstitutional if those receipts are in part 
the proceeds of interstate traffic. In the decision it was stated that in the earlier 
case the tax was upheld because the company in the controversy was a domestic 
corporation, and that, therefore, the tax was a franchise tax. In Philadelphia 
and Southern Steamship Company* the same ground was taken; but it was fur- 
ther held that the decision in the Railw^ay Gross Receipts Tax Case was legally 
unsound in so far as it was based on the analogy of goods removed from the 
ori^nal package (as held in Brown v, Maryland, 12 Wheat., 419). Other later 
decisions take the same ground. 

In a more recent case,* decided in 1891, the Maine tax was upheld on the old 

f round that the tax was a franchise tax, the real party in the litigation being a 
omestic corporation.' It was implied in the decision, however, that the distinc- 
tion between domestic and foreign corporations is not an absolutely necessary 
one. Judge Field, in delivering the opinion of the court, said: 

** The privilege of exercising the franchises of a corporation within a State is 
generally one of value, and often of great value, and the subject of earnest con- 
tention. It is natural, therefore, that the corporation should be made to pay some 
proportion of the burdens of the government. As the granting of the privilege 
rests entirely within the discretion of the State, whether the corporation be of 
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domestic or foreign origin, it may be conferred upon such conditions, pecuniary 
or otherwise, as the State in its judgment may deem most conducive to its inter- 
est or policy. It may require the payment into its treasury each year of a specific 
sum, or may apportion the amount exacted according to the value of the business 
I)ermitted, as disclosed by its gains or receipts of the present or past years. The 
character of the tax or its validity is not determined by the mode adopted in fixing 
its amount for any specific period or the times of its payment. The whole field 
of inquiry into the extent or revenue from sources at the command of the corpora- 
tion is open to the consideration of the State in determining what may be justly 
exacted for the privilege. The rule of apportioning the charge to the receipts of 
the business would seem to be eminently reasonable, and likely to produce the 
most satisfactory results both to the State and the corporation taxed." 

Whether telegraphic messages maybe considered the subjects of interstate com- 
merce might at first be questioned. Such, however, is in effect the burden of the 
decisions of the United States Supreme Court. These companies are in respect to 
the taxation of their receipts subject to substantially the same provisions as rail- 
roads. According to the decision in Telegraph Company v. Texas,^ any telegraph 
company accepting the provisions of Title 65, United States Revised Statutes, 
becomes an agent of the United States as regards Government business; and any 
State law imposing a tax on messages is void, both as to Government messages and 
to messages sent out of the State. In Ratterman v. Western Union Telegraph Com- 
pany,'^ a decision of general application to transportation companies was reached, 
to the effect that though a tax on gross receipts from both intrastate and interstate 
commerce is invalid, the tax is valid so far as it applies to the intrastate portion of 
those receipts. 

To sum up, the legal status of the gross-receipts tax is substantially as follows: 
Domestic corporations may be taxed on their ^ross receipts regardless of the source 
of those receipts, provided they are not entirely the proceeds of interstate com- 
merce. Foreign corporations may be taxed only on the intrastate portion of their 
receipts. The distinction from the legal standpoint arises out of the fact that in 
the former case the tax is a tax on franchise, and in the latter case a tax on busi- 
ness — i. e., a tax on interstate traffic — which is in violation of the interstate com- 
merce clause in the Federal Constitution. 

The receipts of the large transportation companies are to a large extent the 
proceeds of interstate traffic. Any transportation tax system which confines the 
incidence of a tax to purely intrastate receipts is in the main an inadequate one. 
As we have just seen, however, such is the necessary practice in the taxation of 
foreign corporations. As concerns the taxation of net income, it is probable that 
the question of the validity of such a tax would be determined upon different 
grounds. 

C. DOUBLE TAXATION OF CORPORATION AND SECURITY HOLDER. 

The simultaneous taxation of both coi*poration and security holder is one which 
may arise under competing authorities as well as under the same jurisdiction. It 
is a problem which may not be viewed from the standpoint of single groups of 
corporations (e.g., transportation companies, manufacturing corporations, etc.); 
from any ultimate point of view it must comprehend the entire field of invest- 
ments. To tax both corporation and security holder, when a tax on investments 
is general, is clearly double taxation; but when a tax applies only to a special 
class of investments, the question cannot be decided without examining into the 
incidence of the tax. Professor Seligman says on this point: 

'*If only one class of corporations is taxed, the purchaser of these corporate 
securities will escape taxation, because the amount of the tax is discounted in the 
depreciation of the security. For, let us suppose that a corporation previously 
untaxed has been paying 5 per cent dividends on its stock quoted at par. If a 
special tax of 10 per cent be imposed on these dividends, the stockholders will get 
only 4| per cent. But since by the supposition other classes of corporations, or 
at all events other noncorporate investments, are not taxed, the price of the stock 
will fall to 90. People who can get 5 per cent on their capital will not ordinarily 
consent to take 4i per cent. The original holders of the stock will indeed lose, 
but the new purchasers will not be affected, because the tax is capitalized and 
leads to a depreciation of the capital value of the stock. A dividend of $4.50 on 
stock costing $90 is as good as one of $5 on stock costing $100. A tax levied only 
on corporate profits, or only on some special classes of corporations, does not affect 
any one but those who become stockholders before the imposition of the tax. To 

1 105 U. S., 460. 2127 U. S., 411. 
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tax the new pnrchatser on his security would not in such a case involve unjust 
double taxation. 

"There is one other condition under which the simultaneous taxation of the 
corporation and the security holder is not unjust. In the case of a stockholder 
we have seen that if the tax is general, it is unjust to tax both the corporation 
and the stockholder. In the case of a bondholder this would ordinarily be true, 
when the income tax on the corporation is, for instance, deducted from the interest 
of the bondholder as well as from the dividends of the stockholder. In some cases, 
however, it happens that th^ corporation is willing to assume the tax as a whole, 
and to count the tax among its fixed charges, declaring the coupons free from tax. 
In such a case it is really the stockholders who pay; for the interest on the bonds 
is fixed, and what is not deducted from the interest must be paid out of the sur- 
plus earnings, which would otherwise ultimately go to the stockholders. The 
bondholders are not reached at all by such a tax, except in the very indirect way 
that they may be exposed to an ultimate diminution in the security of their lien. 
But the tax as such does not strike them at all; their property or income in the 
corporate bonds goes scot free. An additional tax upon the bondholder would 
thus really not involve any injustice to them. Here, as well as in the preceding 
case, a study of the real incidence of the tax becomes important. What is 
apparently double taxation may turn out not to be such."^ 

Where, however, the practice of taxing all forms of business entei*prises up to 
the limits set by their earning capacity prevails, an additional tax upon security 
holders would be unjust, upon the ground that the direct taxation of the total 
investment had already reached the taxable capacity of the individual sharers in 
that investment. 

To the tax administrator, however, the fact which has greatest weight against 
the taxation of securities is the practical impossibility of reaching those securities 
for purposes of taxation. It would be needless to dilate upon the causes or character 
of this difficulty. It will be sufficient to state that the most prominent of the obsta- 
cles which arise in the administration of the general property tax spring from 
this source. The experience of all the States has made it clear that '* property 
of this character will go into hiding, and that no penalties will prove sufficient to 
bring it out." 

In State practice the status of the taxation of corporation and security holder 
is a variable one. In Arizona and California, statute provision expressly declares 
this to be double taxation and forbids the practice; and in many other States the 
practice has been guarded against either by statute or by judicial intei*pretation. 
In Pennsylvania the attitude of the courts has changed since the earliest decisions 
on the subject were arrived at. In Lycoming County v. Gamble,^ it was held 
that ** shares of stock and the capital stock of a corporation are distinct and dif- 
ferent things," and that, therefore, both were taxable. In Whitesell v. Northamp- 
ton County,^ it was decided that "the corporation, as an artificial person, is 
taxable, and ♦ * * the stockholders are also taxable personally for the shares 
of stock individually held by them." In Pittsburg, Fort Wayne and Chicago 
Railway v. Commonwealth* it was held that " doable taxation is not unlawful m 
Pennsylvania." But the tendency of the court on the question has changed. In 
Commonwealth v. Fall Brook Coal Company,^ for instance, the court held that 
** a tax upon the capital stock in the hands of a corporation and a tax upon the 
owners of the parts or shares into which the capital stock is divided, upon their 
respective holdings, is double taxation, and will not be supported except by express 
enactment." And further, " where a railroad company has paid a tax upon its 
capital stock under the acts of 1889 and 1891, its shares are not taxable in the 
hands of their holders. Pennsylvania practice is now in line with this decision. 
In the early practice of Tennessee, as laid down in Memphis v. Ensley,® a tax on 
the corporation did not preclude the taxation of the security holder also. The 
coui*ts subsequently abandoned that position. The sarde change, either through 
statute provision or judicial decision, has taken place in a number of other States; 
as, for instance, in Indiana and in Illinois (State banks excepted.) 

In some States, on the other hand, double taxation of this type is still sanc- 
tioned. Iowa and Missouri, for instance, follow this plan, though making an 
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exception of manufacturing corporations, as do Louisiana, Maine, North Caro- 
lina, Wyoming, and other States with corporations generally. 

Some States apply different rules to different corx)orations. Vermont, for 
instance, expressly exempts railroad stocks, and Kentucky stocks in telegraph, 
telephone, and express companies. Then, too, in some States (e. g., Louisiana, 
Maine, Minnesota, Kansas, and Rhode Island) certain property deductions are 
made in determining the taxable value of shares. 

In Massachusetts a distinction is made between domestic and foreign corpora- 
tions. The former pay a tax on capital stock as a whole, and shareholders are 
exempt. Resident shareholders in the latter are, as lar as possible, assessed and 
taxed by the local tax officers. The Massachusetts tax commission of 1897 made 
the following comment on this system. 

* * * "If all the States followed the Massachusetts method in taxing cor- 
porations and securities, it is evident that throughout the country all shares 
owned by persons living outside the State where the corporation was chartered 
would be doubly taxed; taxed first to the corporation in the State where organ- 
ized, taxed second to every owner who lived outside that State. The Common- 
wealth by its own corporation tax has estopped itself from denying that its 
system of taxing shares involves double taxation.' 

The courts of the United States were at first very leniently inclined in their 
decisions toward the double taxation of corporation and security holder; but that 
ground has since been abandoned. In Tennessee v. Whitworth,^ the Supreme 
Court held that double taxation is not to be presumed in the absence of special 
statutory provision to that effect. In New Orleans v. Houston,^ the court held 
that a tax on the holdings of shareholders paid by a corporation, irrespective of 
the dividends payable to the shareholders, is substantially a tax upon the corpora- 
tion itself; and again, in the same case. " It is well settled by the decisions of this 
court, that the property of shareholders in their shares, and the property of the 
corporation in its capital stock, are distinct property interests; " but the right to 
tax both is not to be presumed unless such "is the legislative intent, clearly 
expressed." 

As regards the simultaneous taxation of bonds and of bonded debt, the United 
States Supreme Court, it will be remembered, has uniformly held (at least up to the 
Multnomah County case) that a tax on bonds, even when paid by the corporation, 
is a tax on the bondholder and not on the corporation. This principle is followed 
in the laws of Maryland and Pennsylvania. In Connecticut, on the other hand, 
where the tax is levied against the corporation on a valuation equal to the value 
of the capital stock and indebtedness, a tax on bonds, assessed against bondhold- 
ers, has been declared not to involve double taxation. 

The solution of the problem of how to tax securities is as involved as it is 
important. Upon the surface, the most practicable plan should appear to be the 
abandonment of the attempt to tax property of this type, and in its stead the fol- 
lowing out of a plan to tax the corporation directly to the full extent of its tax- 
able capacity.* 



1 Report of Massachusetts tax commission of 1897, p. 79. • 
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*The discussion of this question by the Massachusetts Tax Commission of 1897, is eminently sane 
Among other things, the Commission says: " It is a large and difficult question of public policy and 
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"We are not prepared to recommend the entire exemption from all taxation of foreign stocks and 
other securities; but we are unhesitatingly of opinion that the present method of taxing them is bad 
in principle as well as ineffective in practice. * * * 

•' We believe that the proposed system of rigid enforcement by State assessment would not accom- 
plish its object, and that, quite apart from the desirability of the end proposed, the result would be 
fruitless and disappointing. * * * 

" We can not conceive a system more demoralizing to the taxpayers, than that for collecting on secur- 
ities, by rigid sworn returns, taxes of the present sort at the present rate. * * * 

" The problem is, how to discover methods which are not punitive and of double effect in their 
mode of levy, which are practicable and smooth-working in their administration, and which shall 
secure as near an approach to justice as is attainable in view of the complex ownership of property in 
modern times." (Report of Massachusetts Tax Commission of 1897, p. 80, et seq.) 
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Chapter IV. 

SUMMABT OF EXISTIITG LEGISLATIOIT. 

A. RAILROAD COMPANIES. 

Of the 48 States and Territories, the tax systems of which have been outlined 
in the foregoing statements, 34 levy taxes on the basis of a cash valuation^ of prop- 
erty, or of property and franchise, as determined by a State board of assessment. 
In three cases (Ohio, Mississippi, and Virg[inia) this tax is supplemented by taxes 
on receipts, and in one case (Vermont) it is alternative with a tax on receipts. 

Twelve States levy taxes determined on the basis of gross receipts.^ In six^ of 
these States this tax is only supplementary to a tax levied on some other basis, 
and in one (Vermont) it is alternative with a tax on the cash valuation of property 
and franchise. In the remaining five States the tax on gross receipts is the main 
feature of the system. It might be added that in Vermont, where this tax is 
alternative with another system, railroad companies actually pay the tax on the 
basis of gross receipts. 

New York levies a tax on capital stock according to dividends, supplemented 
by a tax on gross receipts. 

Massachusetts levies a tax on capital stock at its market value, with deductions 
for property locally taxed. 

Pennsylvania levies a tax on capital stock and bonded debt, supplemented by a 
tax on gross receipts. 

Connecticut levies a tax on capital stock and total indebtedness. 

Delaware levies a tax on capital stock, supplemented by a net earnings tax, a 
tax on passengers, and a specific tax on cars and locomotives. 

The net earnings tax, as applied to railroads, is to be found in but a single 
State (Delaware), and there only as a feature of a wider system. 

Three States and one Territory (Oregon, Rhode Island, Texas, and New Mexico) 
still cling to the primitive system of the general property tax, as applied to the 
taxation of individuals. In Texas, however, there is an additional State tax on 
gross receipts. 

In those cases where franchises are taxed, capital stock, earnings, and indebted- 
ness are considered, in different States according to different rules, in arriving at 
a cash valuation upon which to assess the tax. 

All of the more progressive States have abandoned mere property valuation as 
the basis for the taxation of their transportation companies. 

Generally, railroad property not used for railroad purposes or not situated on 
the main stem is locally taxed in the same manner and at the same rate as the 
property of individuals. 

Where railroad property is equalized or assessed by State officials and the tax 
is computed and collected locally, the average value per mile of road is determined 
for each company. The value of the railroad property in any particular tax dis- 
trict is then determined on a pro rata mileage basis, and the tax is levied at the 
usual rate for State and local purposes. 

Where taxes are levied on capital stock, debt, earnings, or rolling stock, and 
usually where levied on cash valuation of property, railroads partly within and 
I)artly outside of a State are assessed on the portion determined by the ratio of 
mileage of line within the State to total mileage of line. 

B. TELEGRAPH COMPANIES. 

Of those States where express provision is made for the taxation of these com- 
panies by State authorities, 27 levy a tax on cash valuation of line. Of these, 
California, Connecticut, Delaware, North Dakota, and Wisconsin arrive at this 
valuation on the basis of a certain fixed value per mile of wire : Idaho, Kansas, 
Louisiana, Michigan, Nebraska, New Hampshire, North Carolina, Oklahoma, 
South Carolina, South Dakota, Washington, and Virginia levy the tax on property 

1 Alabama, Arizona, Arkansas, California, Colorado, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, 
Kansas, Kentucky, Louisiana, Mississippi, Missouri, Montana, Nebraska, Nevada, New Hampshire, 
New Jersey, North Carolina, North Dakota, Ohio, Oklahoma, South Carolina, South Dakota, Tennes- 
see, Utah, Vermont, Virginia, Washington West Virginia, and Wyoming. 

« Maine, Maryland, Michigan, Minnesota, Mississippi, New York, Ohio, Pennsylvania, Texas, Ver- 
mont^ Virginia, and Wisconsin. 

8 Mississippi, New York, Ohio, Pennsylvania, Texas, and Virginia. 
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valuation, generally determined on the mileage basis ; Colorado, Florida, Iowa, 
Mississippi, Missouri, Tennessee, Utah, Vermont, and Wyoming levy the tax on a 
valuation of property and franchise. In Vennont this is alternative with a tax 
on gross receipts. Ohio levies a tax on cash valuation of line, which is virtually 
a capitalization of earning capacity (earnings are capitalized at 6 per cent). 

In 13 States ^ these companies pay a tax on gross receipts. In Louisiana, New 
Jersey, and Virginia this is called a *' license tax." In West Virginia it is appli- 
cable only to foreign corporations. In Texas the tax is on the proceeds of separate 
messages. 

In five States, Alabama, Mississippi, Montana, Tennessee, and Virginia, specific 
privilege or license taxes are levied. In Alabama and Tennessee tins is levied at 
a certam sum per mile of line. This is also the case in Mississippi, except that 
a fixed sum is levied when the length of the line is in excess of 1,000 miles. In 
Montana this is a local tax levied on instruments of transmission. 

In Arkansas, Kentucky, and Illinois, these companies are taxed on capital stock, 
and in Indiana on the capitalized value of capital stock and bonded debt, with 
property deductions. In Massachusetts (so far as concerns domestic corpora- 
tions) , m New York, and in Pennsylvania the provisions of the general corpora- 
tion tax law are applicable. 

In those States where there is no express provision for the taxation of these 
companies the property tax as applied to individuals is in force. 

C. TELEPHONE COMPANIES. 

The laws of 24 States provide for a tax based on cash valuation of propertv or 
of property and franchise. In California, Connecticut, and Delaware this valua- 
tion is determined upon a mileage basis. In Connecticut a valuation set on 
instruments is included. In Colorado, Kansas, Maine, Michigan, New Hamp- 
shire, South Dakota, and Virginia this valuation is a valuation of property 
generally determined upon a mileage basis. In Iowa, Tennessee, Utah, and 
Washington the tax is levied on the valuation of property and franchise. In 
Mississippi the valuation is graded according to the number of subscribers, and 
in Ohio it is a valuation determined upon the basis of earning capacity, as in the 
case of telegraph companies. 

Thirteen States ^ levy a tax on gross receipts. In Louisiana and New Jersey 
this is called a ** license tax." 

In Florida, Georgia, Montana, Tennessee, Texas, and Virginia license taxes are 
levied on these companies. In Florida this is a graded tax based on the amount 
of capital stock. In Montana and Virginia it is levied on instruments. In Texas 
it takes the form of a specific annual sum to the counties. In Georgia there is a 
tax on instruments in addition to the annual license tax. 

In Indiana these companies are taxed on a capitalized value of stock and bonds, 
and in Illinois on the basis of capital stock. 

In Massachusetts, New York, and Pennsylvania these companies are subject to 
the provisions of that tax. In those States where the taxation of these companies 
is not the subject of express provision the general property tax applies. 

D. EXPRESS COMPANIES. 

In 19 States ^ these companies are taxed on their gross receipts. In Louisiana 
and New Jersey this is called a " license tax." In West Virginia the tax applies 
only to foreign corporations. In New Mexico it amounts practically to a tax on 
net receipts. In a number of these States, also, the tax is supplemented by the 
usual property tax, general corporation tax, or franchise tax. 

In eight States — Iowa, Louisiana, Missouri, North Carolina, Ohio, South Caro- 
lina, South Dakota, and Virginia — a tax on each cash valuation is provided for. 
In Missouri the valuation is upon property and franchise; in Ohio upon capitalized 
earnings; in South Dakota earnings are taken into consideration, and in Virginia 
the valuation is on property. 

Florida. Mississippi, and Virginia levy specific license taxes, and North Dakota 
a license tax graded according to population. Tennessee levies a privilege tax 
based on the mileage over which business is done. 

1 Delaware, Georgia, Louisiana, Maryland, New Jersey, New York, North Carolina, Ohio Pennsyl- 
vania, Rhode Island, Vermont, Virginia, and West Virginia. 

2 Alabama, Delaware, Louisiana, Maryland, Minnesota, New Jersey, New York, North Carolina, 
Ohio, Pennsylvania, Rhode Island, Vermont, and Wisconsin. 

8 Connecticut, Delaware, Georgia, Louisiana, Maine, Maryland, Michigan, Minnesota, Missouri, New 
Jersev, New Mexico, New York, North Carolina, Ohio, Rhode Island, Texas, Vermont, Virginia, and 
West Virginia. 
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Arkansas, niinois, Nebraska, and Wisconsin tax these companies on capital 
stock, and Indiana and Iowa on the capitalized value of stock and bonds. In 
those States where there are general corporation tax laws these companies are 
taxed under the provisions of those laws. 

In the other States and Territories these companies are taxed under the general 
proi)erty tax in the same manner as individuals. 

E. SLEEPING, PARLOR, AND DINING CAR COMPANIES. 

These companies are taxed in 10 States ^ on gross receipts. In New Jersey the 
tax is termed a "licensed tax." 

Alabama, Arkansas, Georgia, Iowa, Louisiana, Missouri, Nebraska, North 
Carolina, South Carolina, South Dakota, Tennessee, Utah, and Wyoming levy 
a tax on cash valuation of cars employed within their boundaries. In South 
Dakota earnings are taken into consideration in determining the valuation. 

Arkansas, Illinois, Kentucky. Ohio, Texas, Virginia, and Wisconsin tax these 
companies on their capital stock; Indiana at the capitalized value of stock and 
bonds, and New York, Pennsylvania, and Massachusetts (so far as concerns 
domestic corporations) under the general corporation tax laws of those States. 

Delaware levies a license tax on the Pullman Company; Mississippi, a specific 
privilege tax in addition to a privilege tax on a mileage basis; and Tennessee, a 
specific privilege tax. 

In the other States and Territories these companies, when taxed at all, are 
taxed on their property in the same manner as individuals. 

F. FREIGHT LINE AND EQUIPMENT COMPANIES. 

In Maryland, Michigan, New York, Pennsylvania, and Vermont these com- 
X>anies are taxed on gross receipts. In Vermont the tax is alternative with a tax 
on property and franchise. 

Minnesota, Ohio, and Wisconsin tax these companies on capital stock. In Mas- 
sachusetts (so far as concerns domestic corporations) , New York, and Pennsylva- 
nia the general corporation tax laws have application. 

In New Jersey these companies are taxed on a cash valuation of their property, 
including rolling stock, and in Vermont a tax on property and franchise is alter- 
native with tiie tax on gross receipts. 

In the other States and Territories these companies, when taxed at all, are taxed 
on their property in the same manner as individuals. 

G. NAVIGATION COMPANIES. 

These companies are in general taxed on the value of their water craft and 
other property. In certain States, however, specific provision is made for their 
taxation, either complementary to or as a substitute for the tax on property. 

In Virginia these companies are taxed on their net earnings. In Delaware 
canal companies are taxed on their net earnings, and all navigation companies 
are subject to the provisions of the passenger tax law. In Rhode Island vessels 
engaged in foreign trade are subject to a net earnings tax, as are vessels in gen- 
eral in Connecticut. In Kentucky navigation companies are subject to the usual 
corporate franchise tax. In Georgia a license tax is levied on steamboat compa- 
nies, and in Florida a license tax on tonnage of vessels. Maine and Minnesota 
also levy taxes on tonnage. In Dlinois navigation companies, and in Virginia and 
New Jersey canal companies, are taxed in the same manner as railroad compa- 
nies are taxed in those States. Maryland, New York, Pennsylvania, and Ver- 
mont tax navigation companies on gross receipts. In Vermont this tax is 
alternative with a tax on property and franchise, and in New York and Pennsyl- 
vania it is supplementary to the general corporation tax. In Massachusetts 
domestic companies are taxed under the corporation tax law. 

North Carolina levies a tax on capital stock, West Virginia on property and 
capital stock, and Missouri varied wharfage taxes in the towns and cities of the 
State. 



1 Florida, Maryland, Michigan, Minnesota, New Jersey, New Mexico, New York, Pennsylvania,, 
Texas, and Vermont. 
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H. TAX ON CORPORATE CHARTERS. 

In 27 Commonwealths ^ various taxes, under a variety of names, are levied 
upon the incorporation, organization, consolidation, and reorganization of corpo- 
rations and upon the increase or decrease of their capital stock. Properly speak- 
ing, these charges are not taxes, but fees paid in return for privileges granted by 
the State. This fact has been recognized in the legislation of Pennsylvania and 
Rhode Island upon the subject, where the fee is termed a "bonus on charters," 
and in several other States, where it is termed *' charter fees," "license fees," or 
"organization fees." In Connecticut, Michigan, and Texas statute terminology 
confuses it with the tax on franchises, though it is very obviously not a franchise 
tax. 

In several States this levy takes the form of an annual license charge (e. g., 
Alabama, Vermont, Washington). In Connecticut it applies only to domestic 
corporations doing their main business outside of the State, and in Texas, New 
York, and Vermont to foreign corporations as well as to those of domestic origin. 
In certain States certain specified forms of corporate industry are not subject to 
the general regulations of this character (e. g., bridge, canal, and railroad com- 
panies in Pennsylvania and railroad companies in Rhode Island). 



Chapter V. 

CONSTITUTIONAL AND STATUTORY PROVISIONS BY STATES. 

The constitutional provisions which are summarized in this chapter do not 
include all which apply to State and local fiscal relations, but only such as appear 
to have a particular bearing on the making and administration of State laws for 
the aiding of and taxation of transportation companies. These summarized pro- 
visions may or may not apply to other classes of persons and property; but neither 
alternative may be inferred to hold unless express statement is made to that effect. 

In summarizing statute provisions, attention is given chiefly to the taxation of 
railroad companies, with minor reference to telegraph, telephone, express, parlor, 
and sleeping car, freight line and navigation companies. Generally, where trans- 
portation companies are subject to direct taxes by the State, shares of stock are 
not assessed to individual holders, so that tax provisions on this subject are not 
digested. 

ALABAMA. 

CONSTITUTIONAL PROVISIONS. 

State aid and internal improvement, — The State shall not engage in works of 
internal improvement, nor lend its money or credit in aid of such; nor shall the 
State be interested in any private or corporate enterprise, nor lend its money or 
credit to any individual, association, or corporation. (Art. IV, sec. 54.) 

Taxes on property. — ^All taxes on property shall be levied in exact proportion to 
the value thereof. ( Art . XI , sec . 1 . ) 

The property of private corporations, associations, and individuals shall forever 
be taxed at the same rate. (Art. XI, sec. 6.) 

Local aid. — The general assembly shall not have power to authorize any local 
division to lend its credit, grant money or property, or take stock in aid of any 
corporation or company. (Art. IV, sec. 55.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc.^ — Railroad companies are required to make annual 
returns to the State auditor of all property employed in operating their lines. 
Upon the basis of these schedules, the State board of assessment value the railroad 
property '* upon the consideration of what a clear fee simple title thereto would 
sell for under the conditions under which that character of property is most 
usually sold for." This valuation is then apportioned among the counties upon a 
pro rata mileage basis, for the computation and collection of the tax. 

1 Alabama, Colorado, Connecticut, Delaware, Florida, Georgia, Illinois, Kansas, Kentucky, Maine, 
Maryland, Michigan, Minnesota, Missouri, New Hampshire, New Jersey, New York, Ohio, Pennsyl- 
vania, Rhode Island, Tennessee, Texas, Utah, Vermont, Virginia, Washington, and West Virginia. 

2 Code of 1896, sees. 3964-3973. 
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License ^aa?.— Railroad companies also pay a license tax on gross earnings to 
^over the expenses of the railroad commission.^ 

Local taxation.^ — Railroad real estate and personalty not in the right of way 
are locally assessed and taxed. A local tax also is levied on the basis of the valu- 
ations apportioned by the State. 

Telegraph companies.^ 

These companies pay to the State an annual privilege tax of $1 per mile of line 
when that line is 150 miles or less in length. Lines of over 150 miles pay at the 
same rate in addition to a specific tax of $500. These taxes are in addition to the 
usual local license and property taxes. 

Telephone Companies. 

These companies (as well as canal, bridge, and ferry companies) pay a tax on 
gross income at the usual property rate.* 

They are, besides, required to make annual reports of property and receipts, 
upon the basis of which a property valuation is arrived at for purposes of taxa- 
tion. '^ 

A license tax in towns and cities is levied as follows: In places of 20,000 inhabi- 
tants or over, $25; less than 20,000 and more than 10,000, $10; other places, $5.® 

Long-distance telephone companies report their property and receipts to the 
State auditor. The tax is further administered as in the case of railroads.* 

Long-distance telephone companies are also required to pay, to the State, 50 
cents per mile of line when that line is 150 miles or less in length; and further, 
all lines of more than 100 miles in length pay the sum of $250.^ 

Sleeping-car companies.'' 

These companies pay the State a privilege tax of $1,250, and are taxed in addi- 
tion on property in the usual way. 

Other corporations.^ 

Other corporations pay a license tax, graduated according to the amount of paid 
up capital stock. The tax begins with a rate of $10 upon companies whose paid up 
capital stock is under $10,000, and rises gradually to a tax of $500 upon com- 
panies whose capital stock amounts to $1,000,000 or over. 

ARIZONA. 

STATUTE PROVISIONS. 

Railroad companies.^ 

Exemption.^^ — Railroads hereafter constructed shall be exempt from taxation 
for a period of 10 years after the passage of this act. 

Listing, valuation, etc. — Railroad companies are required to make full annual 
reports of property used in operation to the Territorial board of equalization, 
by whom a valuation is set on property and franchises. Rolling stock is valued 
on a pro rata mileage basis. The total valuation is apportioned among the coun- 
ties for the computation and collection of the usual tax rates. 

Local taxation. — Property other than that of operation is locally assessed and 
taxed. 

Telegraph comp .^' 

These companies are assessed and taxed in the counties at a certain rate per 
mile of line. 

ARKANSAS. 

CONSTITUTIONAL PROVISIONS. 

The power to tax corporations and corporate property shall not be surrendered 
nor suspended. (Art. XVI, sec. 7.) 

State aid. — The State shall never assume nor pay the indebtedness of any cor- 
poration, nor release any corporation from its liabilities to the State. (Art. XII, 
sec. 12.) 

The liability of any railroad or other corporation to the State shall never be 
exchanged nor remitted. (Art. V, sec. 33. ) 

1 Code of 1896, sec. 3489. ^ ibid., p. 166. 

2 Ibid., sees. 3964-3973. » Ibid., p. 178. 

»Laws of 1898-99, p. 169. 'Revised Statutes of Arizona (1887), par. 2649. 

* Ibid., p. 60. w Laws of 1899, p. 79. 

6 Ibid., p. 170. 11 Ibid., par. 2647. 
•Ibid., p. 193. 
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Except as herein provided, the State shall never be interested in the stock <'j 
any corporation or association. (Art. XII, sec. 7.) 

The State shall never loan its credit for any purpose whatever. (Art. XV^J, 
sec. 1.) 

Taxes on property. — All property shall be taxed according to its value. ( Ar-^. 
XVI, sec. 5.) 

Rolling stock shall be considered and taxed as personalty. (Art. XVII, sec. 11.) 

Reports of railroad companies, — Railroads shall make annucd reports of their 
acts and doings to the auditor of public accounts. (Art. XVII, sec. 13.) 

Local aid. — No local division shall take stock in, obtain, or grant money for, 
or loan its credit to any corporation, association, or individual. (Art. XII, sec. 
5. See also Art. XVI, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valtiation, etc.^ — Railroad companies are required to return to the sec- 
retary of State sworn schedules of property on the right of way and of rolling 
stock (both hired and leased) , including a statement of the actual aggregate value 
of the various elements of railroad property. On the basis of these returns, the 
State board of railroad commissioners fix a valuation, which is apportioned 
among the local districts for the computation and collection of the usual prop- 
erty taxes. Rolling stock is valued upon a pro rata mileage basis. In case of 
failure to list, witnesses may be summoned and books, records, etc., examined. 

Local taxation. — Real estate and personalty not in the right of way are assessed 
and taxed locally.* A local tax is levied also on the valuation apportioned by 

the State. 

Telegraph, express, and sleeping-car companies.^ 

These companies make annual returns to the State. They are taxed upon their 
capital stock (i. e., on a pro rata mileage proportion thereof employed within the 
State) . The real and personal property of these companies is taxed where situ- 
ated, as is the similar property of telephone companies. 

CALIFORNIA. 

CONSTITUTIONAL PROVISIONS. 

State aid. — No grant of money or property shall ever be made by the State for 
the. benefit of any corporation not exclusively under State control. (Art. IV, 
sec. 22.) 

The State shall neither give nor lend, nor authorize the ^ving or lending of the 
credit of the State to any person, corporation, or association; nor shall the State 
subscribe to stock in a corporation. (Art. IV, sec. 31. See also Art. XII, sec. 13.) 

Taxes on property and franchises. — All property in the State shall be taxed 
according to its value — franchises, moneys, credits, bonds, stocks, dues, and all 
other property included. (Art. 13, sec. 1.) 

Lands and improvements thereon shall be separately assessed. (Art. 13, sec. 2.) 

The legislature shall have power to provide lor the payment of all taxes on real 
property by installments. (Art. XIII, sec. 7.) 

The franchise, roadway, roadbed, rails, and rolling stock of all railroads shall 
be assessed at their actual value by the State board of equalization (provided for 
in sec. 9) ; which valuation shall be apportioned among the local districts on a 
pro rata mileage basis. (Art. XIII, sec. 10.) 

Every obligation by which a debt is secured, except as to railroads and quasi- 
public corporations, shall be taxed at its value, and the collateral property shall 
De taxed at its value less the value of the obligation. Art. XIII, sec. 4.) 

Incomes. — Incomes may be taxed as prescribed by law. (Art. XIII. sec. 11.) 

Railway reports and accounts. — The State railroad commissioners shall have 
power to summon persons and papers, and shall prescribe a uniform system of 
railway accounting. (Art. XII, sec. 22.) 

Local aiti.— The State shall not authorize the giving or lending of the credit of 
any county, city, township, etc., to any person, corporation, or association; nor 
shall any local district subscribe to stock in a corporation. (Art. IV, sec. 31.) 

1 Sandels and Hill's Digest, (1894), sees. 6466-6476. 

2Ibid., sec. 6475. 

8 Ibid., sees. 6455-6467. 
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STATUTE PROVISIONS. 

X^ailroad companies. 

Listing, valuation, etc.^ — Railroad companies are required to furnish full sworn 
statements of property, stock, and business. On the basis of this information the 
State board of equalization assesses franchise, roadway, roadbed, rails, and rolling 
stock in the State on a pro rata mileage basis. Franchises derived from the United 
States are exempted from taxation. Upon the valuation arrived at by the board 
of equalization the taxes are levied and collected by the State at the average rate 
of taxes on property in the State. To aid in arriving at valuations, provision is 
made for the summoning of witnesses, corporation records, books, etc., by the 
State board of equalization. 

Local taxation.^ — Railroad property other than that of operation is locally 
assessed and taxed. Local districts receive also a share of the tax on the values 
determined by the State board of equalization. 

Telegraph and Telephone companies.' 

The property of these companies is locally assessed and taxed as personalty at 
a certain rate per mile of line, fixed by local assessors. 

COLORADO. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall not pledge its credit or become responsible in any 
way for the debts of any person, company, or corporation. (Art. XI, sec. 1.) 

The State shall not make any donation to nor subscribe to stock in any corpora- 
tion. (Art. XI, sec. 2.) 

No obligation of any person, association, or corporation to the State shall ever 
be exchanged, released, postponed, or diminished. (Art. V, sec. 38.) 

Uniform property tax. — Taxes shall be uniform upon the same class of sub- 
jects within the same jurisdiction. All property shall be taxed at its just value. 
(Art. X, sec. 3.) 

Corporation taxes. — The power to tax corporations and corporate property shall 
never be relinquished nor suspended. (Art. X, sec. 9.) 

All corporations shall be subject to taxation for State and local purposes. (Art. 
X, sec. 10.) 

Local aid. — No local division shall pledge its credit or become responsible in 
any way for the debts of any person, association, or corporation. (Art. Al, sec. 1.) 

No local division shall make any donation to or subscribe to stock in any cor- 
por9,tion. (Art. XI, sec. 2.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc.^ — These companies are required to make returns to the 
State board of equalization, upon the basis of which the franchise, roadbed, track, 
and rolling stock are valued upon a pro rata mileage basis, and said value appor- 
tioned among the counties for the computation and collection of the usually gen- 
eral property taxes. 

Local taxation.* — Real estate (including stations and other buildings, but not 
track) and personalty are locally assessed and taxed. There is also a local tax on 
the basis of the values apportioned by the State. 

Telegraph, telephone, and car companies.^ 

These companies are subject to provisions similar to those which apply to rail- 
roads. 

CONNECTICUT. 

CONSTITUTIONAL PROVISIONS. 

Local aid. — No ]ocal division shall subscribe to stock in a railroad corporation, 
nor purchase its bonds, nor aid it in any way. (Amendment of Oct., 1877.) 

1 California Political Code (1897), sees. 3664-3671. 
2Ibid., sec. 3663. 

8 Mills's Annotated Statutes, sees. 3804-3807. 
4 Mills's Annotated Statutes, sees. 3804-3807. 
BJbid., sees. 3801-3803. 
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STATUTE PROVISIONS. 

Railroad companies.' 

State taxation. — Railroad companies are required to make annual reports to the 
State controller, setting forth their capital stock and indebtedness. They then 
pay the State, as a franchise tax, one per cent on the market value of their capital 
stock, in addition to one percent on the par value of their funded and floating debt, 
or on actual value if below par. In determining the valuation, deduction is 
made for any part of the indebtedness which is held in trust as part of a sinking 
fund, as well as for the amount of local taxes on real estate. As the valuation 
represents only that portion of the capital stock and debt assignable to Connecti- 
cut, the valuation is determined on a pro rata mileage basis as compared with the 
total mileage. 

Local taxation. — Railroads are locally taxed on their real estate not directly 
used for purposes of operation. 

Telegraph and telephone companies.^ 

Telegraph companies pay the State a tax of 25 cents per mile of wire. They 
also pay local taxes on their real estate. 

Telephone companies pay the State a tax of 70 cents per instrument in addition 
to 25 cents per mile of wire. They also pay local taxes on real estate. 

Express companies.^ 

These companies pay the State a tax of 5 per cent on their gross receipts from 
business done in the State. 

DELAWARE. 

CONSTITUTIONAL PROVISIONS. 

Nothing specific. 

STATUTE PROVISIONS. 

Railroad companies.'* 

Tax on net earnings. — Railroad companies, as well as canals, make annual 
returns of business to the State, as by law required. They then pay to the State 
a tax of 10 per cent on their net earnings in the State, as determined by the pro- 
portion of mileage within the State to total mileage; besides a tax of one-half of 
one per cent on a pro rata mileage portion of capital stock. 

^Passenger and locomotive taxes. — Railroad and navigation companies pay the 
State a tax of 10 cents on each passenger carried by steam power on land or water 
in the State. The law grants permission to raise the rate of fare to the extent of 
the tax. ' 

Railroad companies (excepting the P.,W. & B.R.R. Co., which is otherwise 
provided for) may pay in lieu of the passenger tax a sum which bears the same 
proportion to the gross receipts from passenger business between points in the 
State as the sum of $13,000 bears to the like business of the P., W. & B. R. R. Co. 

In addition, there is a special tax of $100 on each locomotive, $25 on each pas- 
senger car, and $10 on each freight car and truck used within the State. 

The Philadelphia, Wilmington and Baltimore Railroad Company pays to the 
State annually the sum of $27,000 in lieu of all taxes but the passenger tax, and 
this latter may be comjmuted by the annual payment of the specific sum of $13,000.^ 

The Delaware Railroad Company may pay $3,000 annually in lieu of all other 
taxes. ^ 

Local taxation. — Railroad real estate, including buildings on the right of way, 
is locally assessed and taxed. 

Telegraph and telephone companies. "^ 

These companies annually pay to the State a tax of 60 cents per mile on the 
longest wire in the State; 30 cents per mile on the next longest wire, and 20 cents 
per mile on all other wires. 

Express companies.^ 

These companies pay a tax of five per cent on their gross earnings from business 
done within the State. 

1 General Statutes of Connecticut (1888), 3919-3927. Also Laws of 1899, pp. 1001, 1087. 

2 Laws of 1891, p. 68. 
8 Laws of 1889, p. 90. 

< Revised Code of 1893, pp. 47-61. 

6Ibid.,p.52. 

« Ibid., p. 64. 

7 Ibid., p. 72. 

8 Ibid., p. 78. 
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I 

PuUman company.^ 
This company pays an annual State license tax in lieu of other taxes. 

Franchise tax on telegraph, telephone, express, and sleeping-car companies. 

These companies pay an annual license tax for the privilege of exercising their 
corporate franchises on the basis of their gross receipts from business done in the 
State. The rate of the tax is one per cent, except in the case of sleeping-car com- 
panies, with which it is 1^ per cent."-' 

FLORIDA. 

CONSTITUTIONAL PROVISIONS. 

State aid. — No tax shall be levied for the benefit of any chai*tered. company, 
(Art. IX, sec. 7. ) 

The credit of the State shall not be pledged or loaned to any individual, com- 
pany, or corporation: nor shall the State become a stockholder in any company. 
(Art. IX, sec. 10.) 

Uniform tax on property, — Taxation shall be at a uniform and equal rate. All 
property shall be justly valued. (Art. IX, sec. 1.) 

lA)caI aid. — The legislature shall not authorize any local district to appropriate 
money for, loan its credit to, or become a stockholder in any company or corpora- 
tion. (Art. IX, sec. 10.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies are required to make full annual 
reports to the State comptroller, setting forth the property used in operation, its 
value, and thfe amount thereof in each county and municipality. The value of the 
rolling stock is apportioned pro rata to each mile of track. The comptroller noti- 
fies the proper official in each county and municipality through which the road 
runs of the number of miles of track, its proportionate value, and the proportion- 
ate value of other taxable property. The tax is levied and collected in the various 
local divisions at the usual property rate. 

Local taxation. — Railroad lands not in the right of way are locally assessed and 
taxed. Local taxes are levied in addition on the values apportioned by the State. 

Telegraph companies.^ 

The property, rights, and franchises of these companies are taxed like the prop- 
erty of railroads. 

Telephone companies.'^ 

These companies pay an annual license tax, in addition to the usual local 
taxes on property, on the following bases: 
When the capital stock is $100,000 or more. §100. 
When the capital stock is over $50,000, but under $100,000, $50. 
When the capital stock is over $25,000, but under $50,000, $30. 
When the capital stock is over $10,000, but under $25,000, $20. 
When the capital stock is less than $10,000, $10. 

Express companies.'^ 

These companies pay an annual license tax of $2,500 in lieu of all other license 
taxes. State or local. 

Sleeping-car companies.'' 

Sleeping and parlor car companies annually pay into the State treasury a tax of 
$1.50 on each $100 of their gross receipts, as reported to the State. 

Steamboats.^ 

All steamboats, passenger or freight, plying on the waters of the State, except 
those regularly assessed in any county of the State, are subject to a license tax of 
$1 per registered ton, not to exceed $100 nor be less than $10. 

1 Laws of 1897, chap. 375. & Ibid. , p. 12. 

- Laws of 1899, pp. 303 et seq. « Laws of 1897, No. 102. 

» Laws of 1895, pp. 28-31. 7 j^awa of 1895, pp. 29-30. 

4Ibid.,p. 29. sibid., p. 13. 

618a 4 
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GEORGIA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall not be surrendered or suspended by the State. (Art 7, sec. 2, par. 5.) 

State aid. — The credit of the State shall not be loaned to any individual, com- 
pany, or corporation, nor shall the State take stock in any company or corpora- 
tion. (Art. 7, sec. 5, par. 1.) 

The State shall not make any donation in favor of any person, corporation, or 
association. (Art. 7, sec. 16, par. 1.) 

Uniform tax on property. — Taxation shall be uniform upon the same class of 
subjects, and ad valorem on all property subject to taxation. (Art. 7, sec. 2, par. 1. ) 

Local aid. — The general assembly shall not authorize any local division to 
become a stockholder in any company, nor appropriate any money nor loan its 
credit thereto. (Art. 7, sec. 6, par. 1.) 

STATUTE PROVISIONS. 

Hailroad compames. 

Listing, valuation, etc.^ — Railroad companies are required to make returns of 
their entire property to the comptroller-general of the State. On the basis of these 
xetums the comptroller-general determines the basis of the State levy. Rolling 
stock is valued upon a pro rata mileage basis. The tax is paid into the State 
treasury. 

Local taxation. — Counties ^ and municipalities ^ assess and tax all railroad prop- 
erty within their respective limits. 

Telegraph and express companies.'* 

All such companies doing business in the State pay to the State a tax of 2^ per 
cent on the gross receipts from such business. 

Telephone companies.'* 
These companies pay a tax of $1 per instrument in use within the State. 

Sleeping-car companies.'* 

These companies pay a tax on valuation of cars, determined on a pro rata mile- 
age basis. 

IDAHO. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall never be relinquished nor surrendered. They shall be taxed for State and 
local purposes on their property. (Art. VII, sec. 8.) 

State aid. — The credit of the State shall not be given in aid of any individual, 
association, or corporation, nor shall the State become a stockholder in any cor- 
poration. (Art. VIII, sec. 2.) 

Property and license taxes. — Taxes shall be uniform upon the same class of sub- 
jects within the same jurisdiction. A just valuation shall be secured for the 
taxation of all property. (Art. VIII, sec. 5.) 

Every person and corporation shall pay a tax on property. A license tax may 
also be imposed. (Art. VII, sec. 2.) 

Local aid. — No local division shall lend its credit in aid of any. individual, asso- 
ciation, or corporation, or become responsible for the liability of any individual, 
association, or corporation. (Art. VIII, sec. 4.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies are required to return to the State 
annual lists of their entire property of operation, including rolling stock, hired, 
leased, or used. The State board of equalization sets a valuation upon each rail- 
way line, and apportions the same among the local districts for the computation 
and collection of the tax. 

Local ta,ration. — Property not in the right of way is locally assessed and taxed. 
A tax is levied also on the values apportioned by the State. 

Telegraph and telephone companies.^ 
Taxed like railroad companies. 

1 Code of 1895. sees. 779-783. * Laws of 1898, p. 31. 

2 Ibid., see. 780. & Laws of 1895, pp. 114-118. 

3 Ibid., sees. 784-789. 
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ILLINOIS. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall never assume the debts of nor extend its credit in 
aid of any corporation, association, or individual. (Art. IV, sec. 20.) 

The general assembly shall never loan the credit of the State or make appro- 
priations in aid of railroads or canals; provided that the surplus earnings of any 
canal may be appropriated for its enlargement or extension. (Separate section 
after Art. XI. ) 

Franchise taxes. — Taxation shall be in proportion to value of property; but 
telegraph and express interests, owners and users of franchises and privileges 
shall be taxed as directed by law, the tax to be uniform as to the class upon which 
it operates. (Art. IX, sec. 1.) 

Reports of railroad companies. — Annual reports of all acts and doings, as 
by law required, shall be furnished the State by railroad companies. (Art. XI, 
sec. 9.) 

Further objects and subjects may be taxed by authorization of the general assem- 
bly in any manner not inconsistent with the constitution. (Art. XI, sec. 2. ) 

Illinois Central Railroad Company, the charter arrangement of, with regard to 
payments to the State, shall ever remain the same. All money from this source 
shall be used only for the ordinary expenses of the State government. (Separate 
section after Art. XL) 

Illinois and Michigan Canal shall never be sold or leased except by vote of the 
people of the State. (Separate section after Art. XL) 

Local aid. — No local division shall ever subscribe to the capital stock of any 
private corporation, or make donation to or loan its credit in aid of any such cor- 
poration. (Separate section after Art. XL) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc,^ — Railroad companies are required annually to return to 
the county clerks schedules of taxable property, with reference to its amount, 
kind, and value. These schedules must contain a list of the property held for 
i*ight of way, length of main and side tracks, and a description of the realty, 
inclu(Hng a statement of the value of improvements and stations located on the 
right of way. The above property is denominated "railroad track." A list of 
rolling stock used on the line must be included in the schedule. 

In addition to the local schedules, annual sworn statements must be filed with 
the auditor of public accounts, setting forth the entire property of operation, the 
actual value of the capital stock, the bonded indebtedness, and the total listed 
valuation of all tangible property in the State. On the basis of this schedule, the 
State board of equalization assesses the property and equalizes the valuations of 
the counties. These valuations as assessed and equalized are then entered by the 
county clerks in the railroad tax book, and the taxes are extended and collected. 
The rule for valuation by the State board requires that the total valuation as 
determined by that body shall include the value of capital stock over and above 
the value of tangible property, and that the value of real and personal property 
locally assessed where situated shall be deducted. Franchises granted by the 
State must be listed as personalty at their full value. 

Local taxation.^ — '• Railroad track" is listed and taxed in the several towns, vil- 
lages, districts, cities, and counties upon a mileage basis, excepting the side tracks, 
turn-outs, station houses, depots, machine shops, and other like fixed property, 
which are assessed and taxed where located. Rolling stock is taxed in the various 
local districts upon a mileage basis. 

Personalty and real estate, other than '* railroad track" and rolling stock, are 
listed where situated, and are treated in all respects like the similar property of 
individuals. 

Illinois Central Railroad Company.'- — This company is required to pay semi- 
annually into the State treasury a tax of five per cent on the gross income of the 
road for the half year. It must pay also a tax on its stock, property, and assets 
to an amount sufficient to bring the total tax paid by the company to seven per 
cent of its gross receipts, with provision for a deduction when the State tax rate 
exceeds three-fourths of one per cent. 

1 Starr and Curtis'a Annotated Statutes of Illiuois, pp. 3442-3444. 

2 Ibid., p. 3626. 
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Telegraph companies ^ 

These companies are required to pay an annual tax on the value of their capital 
stock above the value of property locally taxed. The tax is collected in the same 
manner as the railroad tax. 

Telephone, express, steamboat, and other transportation companies.^ 

All such companies incorporated under the laws of the State return annual 
lists to the local assessors, and are then assessed by the State board of equalization 
on the value of their capital stock in excess of the value of tangible property 
already locally taxed. 

INDIANA. 

CONSTITUTIONAL PROVISIONS. 

State aid, — The State shall not assume the debts of any corporation whatever. 
(Art. X, sec. 6.) 

Uniform tax on property. — There shall be a uniform and equal rate of assess- 
ment and taxation. All property shall be justly valued. (Art. X, sec. 1.) 

Wabash and Erie Canal. — The State shall not be liable for any certificate of 
stock issued *' for the completion of the Wabash and Erie Canal to Evansville," 
under acts of January 19, 1846, and January 29, 1847. (Art. X, sec. 7.) 

Local aid. — No county shall subscribe to stock in any corporation, unless pay- 
ment be made for the same at the time of subscription; nor shall any county loan 
its credit to any corporation, nor borrow money to take stock in the same. (Art. 
X, sec. 6.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, vahmtion, etc.^ — Railroad companies are required to list their property 
annually with the auditors of the various counties. Returns must be made at the 
same time to the auditor of the State. These returns must be very full and must 
contain a detailed statement concerning the entire railroad property, capital 
stock, and bonded debt. On the basis of these returns, the State board of tax 
commissioners fixes upon the {)roperty a valuation, which is apportioned among 
the various local tax districts, where the tax is computed and collected at the usual 
property rate. Rolling stock is assessed on a pro rata mileage basis; and such as 
is hired, leased, or used (but not owned) by any railroad company, is assessed 
against that company according to the proportion of the year it uses the same. 
All tax-assessing officers in the State are empowered to examine the books and 
records of transportation companies. 

Local taxation."^ — Real estate and personalty not used for operating purposes 
are assessed and taxed directly by local authorities, in addition to the local taxes 
on the valuations apportioned by the State authorities. 

Telegraph, telephone, express, parlor, etc., car, and fast freight companies.^ 

These companies are lequired to make annual statements concerning property, 
franchise, capital stock, and mortgage . indebtedness to the auditor or the State. 
On the basis of these returns the State board of tax commissioners determines 
the actual value of the capital stock of each company, add to this the value of 
the bonded debt, and from this gross sum deduct the value of all property outside 
of the State owned by such companies, but not specifically used in the conduct of 
their business. A mileage proportion of the resulting sum is accredited to the 
State for purposes of taxation. After further deduction has been made for 
property locally taxed in the State, the remaining sum is apportioned among the 
counties for the computation and collection of the tax. 

VTabash and Erie Canal Company.^ 

Locally assessed and taxed on its general property. 

IOWA. 

CONSTITUTIONAL. PROVISIONS. 

State aid. — The credit of the State shall not be loaned to any individual, asso- 
ciation, or corporation, nor shall the State ever assume the liabilities of any- 
individual, association, or corporation. (Art. 7, sec. 1.) 

1 Starr and Curtis's Annotated Statutes of Illinois, p. 3424. 
2Ibid.,p.iJ415. 

3 Horner's Annotated Indiana Statutes, 1895, sees. 6340-6354. 

4 Ibid., sees. 6521k-6521v. 

5 Ibid., sec. 6305. 
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The State shall not become a stockholder in any corporation. (Art. 8, sec. 3.) 
Corporate property. — Corporate property shall be taxed the same as individual 
Property. (Art. 8, sec. 2.) 

STATUTE PROVISIONS. 

Xlailroad companies.^ 

Listing, valuation, etc, — Railroad companies are required to make annual state- 
ynents to the executive council of all property of operation, as well as the earn- 
ings and expenses of operation within the State. Upon the basis of these returns 
i;he executive council assess railroad property at its actual cash value, taking into 
-consideration the earning capacity of the road. Rolling stock is valued on a pro 
Tata mileage basis. Sleeping and dining cars are assessed to the railroads using 
1;he same in the same manner as the ordinary rolling stock of those roads. The 
valuation reached by the executive council is apportioned among the counties for 
the computation and collection of the tax. 

Local taxation. — Railroad real estate not used for purposes of operation, grain 
elevators, and railroad bridges over the Mississippi and Missouri rivers are locally 
taxed where situated. There is also a local tax on the values apportioned by the 
State. 

Telegraph and telephone companies.^ 

The State executive council determine the value of the property and franchise 
of telegraph and telephone companies in the State. This valuation is apportioned 
among the local districts and further administered like the taxes on railroads. 

Express companies.^ 

The State executive council determine the value of the property of express com- 
panies in the State, except property not exclusively used in the conduct of 
business; the valuation is based on aggregate value of shares plus mortgage 
indebtedness. County auditors add property not used exclusively in conduct of 
business and the whole is taxable for both State and local purposes at the usual 
property rate. 

KANSAS. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall never be a party in carrying on works of internal 
improvement. (Art. 11, sec. 8.) 

Uniform taxation. — The legislature shall provide for a uniform and equal rate 
of assessment and taxation. (Art. 11, sec. 1.) 

Local aid.— Cities, towns, and villages, in their powers of taxation, assessment, 
borrowing money, contracting debt, and loaning their credit shall be so restricted 
as to prevent abuse of such power. (Ai*t. 12, sec. 5.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc.* — Upon the basis of reports made by the railroad companies 
the State board of railroad assessors values railroad track, roadbed, right of way, 
water and fuel stations, buildings, machinery, and rolling stock upon a pro rata 
mileage basis (including the cars of other companies used on the railroads of the 
State) , moneys, credits, and franchises. The board is empowered to examine the 
books and papers of railroad companies. Through the State auditor an apportion- 
ment of the valuation thus determined is made among the counties, where further 
apportionment is made among the smaller districts, in which the tax is computed 
and collected at the usual property rate. 

Local taxation.* — Railroad real estate and personal property not in the right of 
way is locally assessed and taxed. A local tax also is levied on the basis of the 
valuations as apportioned by the State. 

Telegraph and telephone companies.^ 

The companies file an annual statement with the State auditor, setting forth 
the value of their capital stock, real estate (as locally assessed), the whole length 
of line, the value of all personalty, and the total gross receipts for the year. A 

1 Code of 1897, hccs. 1334-1342. Also laws of 1900, chap. 44. 

2 Laws of 1900, chap. 42. 

3 Laws of 1900, chap. 45. 

* General Statutes of Kansas, pp. 896-899. 
5 Ibid., pp. 899-902. 
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property valuation is then determined by the State board of appraisers. In arriv- 
ing at this valuation the value of real and personal property locally assessed and 
taxed is deducted. The resulting sum is then apportioned among the local dis- 
tricts for the collection of the tax. 

KENTUCKY. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The credit of the State shall not be pledged to any individual or 
company, nor shall the Commonwealth take stock in any company nor make 
donations to any company, nor shall the State construct a railroad. (Sec. 177.) 

The assembly shall have no power to release any individual or corporation from 
indebtedness to the State, nor to any county or municipality thereof. (Sec. 52.) 

Uniform tax on property. — All taxes shall be levied and collected according to 
general law, and snail be uniform upon all property subject to taxation within 
the limits of the taxing jurisdiction. (Sec. 171.) 

Property shall be assessed at its fair cash value. (Sec. 172.) 

Corporation taxes, — Corporate property shall pay the same rate of taxation as 
individual property; but the assembly may provide for taxes on income, license, 
or franchises. (Sec. 174.,) 

Railroad taxes. — The assembly may provide by law how railroads and railroad 
property shall be assessed and taxed. (Sec. 182.) 

Local aid. — The assembly shall not authorize any local division to loan its credit 
to, make donations to, or take stock in any company or coi'poration. (Sec. 179.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies are required to make annual returns 
of total property in the State to the State auditor of public accounts. Only a pro 
rata mileage proportion of rolling stock is included. On the basis of these and 
local returns a valuation of railroad property is determined by the railroad com- 
mission, which is also empowered by law to examine corporation books, records, 
etc. Upon this valuation the State tax is levied at the usual State rate on real 
estate. 

Local taxation. — Each county superintendent of common schools furnishes 
every railroad company operating within his school district with a statement of the 
boundaries of that district. County clerks make similar statements concerning 
the other taxing districts through which railroad lines run. Railroad companies 
are then subject to taxation in each local district, as bounded by the above officers, 
at the usual property rate. 

Telegraph, telephone, express, and passenger-car companies. 

All such companies pay an annual State and local franchise tax, in addition to 
other taxes, on a pro rata mileage valuation of capital stock (less the value of 
tangible property already taxed) , determined by the State board of valuation and 
assessment.- 

The franchises of all incorporated companies are taxed by cities of the first and 
second classes. The value of the franchise is represented by a pro rata mileage 
proportion of capital stock."^ 

LOUISIANA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall never be surrendered nor suspended. (Art. 228.) 

Exemption, — Any new lines of railroad constructed and completed prior to 1904 
shall be exempt from taxation for ten years from the date of their completion. 
Exemption shall not hold with any railroad receiving local aid, unless it waive 
that aid or submit the question of waiving the aid to a vote of the taxpayers on 
petition of one-third of those taxpayers. (Art. 230.) 

State aid and State industry.— The funds, credit, or property of the State shall 
not be loaned or granted to any individual, association, or corporation, nor shall 
the State assume the liability of any individual, association, or corporation nor 

1 Barbour and Carroll's Kentucky Statutes, sees. 409&-4104. 
sibid., sees. 4077-4091. 
3 Laws of 1898, chap. 38. 
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snbscribe to stock in any corporation. Nor shall the State carry on the business 
of any such corporation, except that it may grant the right ot way through its 
lauds to any railroad or canal. (Art. 58.) 

The general assembly shall not release the liability of any individual or cor- 
poration to the State or to any local political division thereof. (Art. 59.) 

Uniform taxation. — Taxation shall be uniform on the same class of subjects in 
the same jurisdiction. (Art. 225.) 

Railroad, telegraph, telephone, sleeping-car, and express companies. 

A State board of appraisers shall assess the property of such companies. 
(Aiij. 226.) 

lAcense tax. — The general assembly may levy a graduated license tax on indi- 
viduals and corporations. (Art. 229.) 

Foreign corporations. — Companies, corporations, and associations domiciled out 
of the State, but doing business therein, may be licensed and taxed in a different 
mode from domestic corporations; but said different mode of license shall be uni- 
form, upon a graduated system, and it shall be equal and uniform as to all com- 
panies doing the same line of business. (Art. 242.) 

Reports. — The railroad, express, telegraph, telephone, steamboat, and sleeping- 
car commission shall have power to compel the production of books and papers 
of transportation companies, to summon witnesses, etc. (Art. 284.) 

Local aid. — The funds, credit, or property of any political corporation shall not 
be loaned or granted to any individual, association, or corporation, nor shall any 
political corporation assume the liabilities of any individual, association, or cor- 
poration nor subscribe to stock in any corporation. (Art. 58.) 

Local taxation. — Valuations of property for State taxation shall be taken as the 
basis for local taxation. (Art. 225.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation , etc. ^ — The State board of appraisers values all railroad prop- 
erty. For this purpose it may require all necessary information from the various 
companies. Due returns are made to the local civil divisions of the property 
assessed and its valuation in their separate jurisdictions. 

Local taxation.'^ — All railroad property is assessed and taxed in the local districts. 

Telegraph, telephone, express, and sleeping-car companies.^ 

These companies are taxed like railroads. 

Telegraph, telephone, and express companies pay in addition a local tax gi'adu- 
ated in amount according to their gross receipts and ranging from $20 to $6,250.* 

MAINE. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The credit of the State shall not be directly or indirectly loaned in 
any case. (Art. IX. sec. 16.) 

Uniform tax on property. — All taxes on property shall be assessed equally 
according to the value thereof. (Art. IX, sec. 8.) 

STATUTE PROVISIONS. 

Railroad companies.'* 

State taxation. — Railroads i)ay an annual excise tax to the State for the privi- 
lege of exercising their franchises. Aside from the special tax for the support of 
the board of railroad commissioners, this tax is in lieu of other State taxes. The 
tax is graduated according to gross receipts per mile of line, as follows: 

One-fourth of 1 per cent on gross receipts of $1,500 or less per mile. 

One-half of 1 per cent on gross receipts between $1,500 and $2,250 per mile. 

One-fourth of 1 per cent on gross receipts for each additional $750 per mile, the 
rate never to exceed 3i per cent. 

Interstate receipts are prorated on a mileage basis. 

1 Laws of 1900, pp. 189, 190. 

2 Laws of 1898, pp. 363, 364. 
8Ibid.,pp 408-410. 

* Freeman's Supplement to the Maine Statutes (1885-1895), pp. 70, 71, 347. 



Local taxation. — Railroad real estate not employed for purposes of operation i 
locally assessed and taxed. Cities and towns receive from the State 1 x>er cent on — z 
shares of railroad stock held therein. 

Telephone companies.^ 

These companies pay the State a tax of 2^^ per cent on the value of their prop 

erty of operation. 

Express companies."^ 

These companies pay a State tax of 1^ per cent on gross receipts from busines 
done in the State, including a pro rata mileage portion of interstate business. 

MARYLAND. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The credit of the State shall not be loaned to any individual, asso- 
ciation, or corporation, nor shall the State engage in any work of internal 
improvement nor grant any aid thereto. (Art. 8, sec. 34.) 

Chesapeake and Ohio Canal Company, Chesapeake and Delaware Canal Com- 
pany, Susquehanna and Tidewater Canal Company, and Baltimore and Ohio Rail- 
road Company. — The State's interest in these companies regulated. (Art. 12.) 

Local aid. — No county shall contract any debt m the construction of any rail- 
road, canal, or other work of internal improvement, nor loan its credit in aid of 
any association or corporation, unless authorized by act of general assembly. 
(Art. 3, sec. 54.) 

STA']:UTE PROVISIONS. 

Railroad companies.^ 

State taxation. — ^A State tax as a franchise tax is annually levied upon the gross 
receipts of railroad companies, as follows: Eight-tenths of 1 per cent on the first 
$1,000 per mile of gross earnings, or on the total earnings if they are less than 
$1,000 per mile; li per cent on all gross earnings above $1,000 per mile but not 
exceeding $2,000 per mile; and 2 per cent on all gi-oss earnings over $2,000 per 
mile. Earnings from interstate business are prorated on a mileag^e basis. 
Annual reports are required of the railroad companies, and railroad officials may 
be summoned as witnesses by the State tax commissioners, who determine the 
amount of the tax to be paid. 

Local taxation. — All railroad property is locally assessed and taxed, rolling 
stock upon a mileage basis as apportioned among the counties by State officials. 
Railroad property is assessed and taxed for county and municipal purposes like 
the property of individuals.-* 

Telegraph, telephone, express, parlor-car, and other transportation companies.^ 

All such companies pay a State tax as a franchise tax of 2 per cent on their 
gross earnings (interstate earnings on a pro rata mileage basis). 

MASSACHUSETTS. 

CONSTITUTIONAL PROVISIONS. 

Nothing specific. 

STATUTE PROVISIONS. 

All transportation and transmission companies.^ 

State tax. — All domestic companies are taxed under the general corporation tax 
law of the State. Annual returns of capital stock, property, etc., are made by 
the various companies to the tax commissioner of the State, who assesses their 
capital stock at its true masket value, as representing the true value of the cor- 
porate franchise. Deductions are then made for real estate and fixed machinery 
locally assessed and taxed. The remaining valuation is subject to a State tax at 
the average rate of the local assessors throughout the State. Railroad, telegraph, 

1 Freeman's Supplement to the Maine Statutes (1885-1895), pp. 71, 72. 

2 Ibid., p. 72. 

3 Foe's Supplement to the Public General Laws (1890-1898), pp. 541-651. 

4 Ibid., p. 525. 

&Ibid.. pp. 542-551. 

6 Public Statutes of Massachusetts, chap. 13, sees. 38-41. 
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and telephone companies ^ doing an interstate business are taxed only on a pro 
rata mileage proportion of their capital stock. Provision is made by law for the 
inspection of corporation books, records, etc., and for the examination of the 
officers of corporations. 

Local taxation. — Local taxes are levied on real estate and machinery. Foreign 
transportation companies, which are not taxable under the general corporation 
tax law, are assessed by the local assessors upon such property as may be found, 
and Massachusetts shareholders are locally taxable on their shares. 

There are no local taxes on the shares of corporations which pay the State fran- 
chise tax, but there is a distribution of ** corporate excess" among the local dis- 
tricts, according to the number of shares held in the respective districts. 

Construction companies.^ 

All companies formed in the State to construct railroads or railroads and tele- 
graphs are required to pay a tax of one-twentieth of 1 per cent on the par value 
of their capital stock. 

MICHIGAN. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement, — The State shall not be a party to, or be interested in, 
any work of internal improvement, except as concerns the expenditure of grants 
to the State of land or other property. (Art. XIV, sec. 9.) 

State aid, — The credit of the State shall not be granted in aid of any individual, 
association, or corporation. (Art. XIV, sec. 6.) 

The State shall not subscribe to, or be interested in, the stock of any company 
or cori)oration. (Art. XIV, sec. 8.) 

Property taxes and specific taxes. — The legislature shall provide for a uniform 
rule of taxes levied on property, except on property paying specific taxes. (Art. 
XIV, sec. 11.) 

All assessments hereafter authorized shall be on property at its cash value. 
(Art. XIV, sec. 12.) 

The State shall continue to collect the specific taxes provided for by existing 
law, and may provide for the collection of specific taxes from railroads and other 
corporations hereafter created. (Art. XIV, sec. 10.) 

All sx)ecific taxes (the existing railroad taxes are such) shall be applied for 
educational purposes. (Art. XIV, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

State taxcation. — Railroad and depot companies pay a " specific tax upon prop- 
erty and business." This tax is levied upon the basis of gross earnings, as fol- 
lows: 

2^ per cent on gross income when earnings per mile of road in State are $2,000 
or less. 

Si per cent on gross income when earnings per mile of road in State are from 
12,000 to $4,000. 

4 per cent on gross income when earnings per mile of road in State are from 
14,000 to $6,000. 

4i per cent on gi-oss income when earnings per mile of road in State are from 
$6,000 to $8,000. 

5 per cent on gross income when earnings per mile of road in State exceed 
$8,000. 

10 yer cent on gross income of depot companies in excess of $20,000 per mile. 

Interstate lines pay the tax on a pro rata mileage proportion of their gross 
income. The proceeds of the railroad tax are devoted to the primary school rund. 

Local taxation.* — The above State tax is in lieu of all other railroad taxes 
except the tax locally assessed on such railroad property as is not employed for 
purx)08es of operation. 

Telegraph, telephone, <^ and express companies.^ 

These companies are taxed 3 per cent on their gross receipts from business done 
in tl^e State. 



1 In the case of telephone companies the prorating is done on the basis of the number of telephones 
in use in the State. Supplement to the iniblic Statutes of Massachusetts (1882-1888), pp. 308, 433. 
^Supplement to the Public Statutes of Massachusetts (1889-1895), pp. 1338, 1339. 
« Compiled Laws of Michigan (1897), pp. 1974-1976, 2000. 

* Ibid., pp. 1257-12.^. 

6 Public? Acts of 1899. No. 179. 

• Public Acts, Extra Session of 1898, p. 11. 
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Freight line, sleeping, and parlor-car companies.^ 

These companies pay a State tax of 2^ per cent on their gross receipts from busi- 
ness done in the State. 

Navigation companies/^ 

These companies are taxed upon the aggregate value of their capital stock, 
personalty, realty, franchise, ships, and docks, with deduction for all bona fide 
indebtedness. All ships, boats, and vessels are taxed as personalty. 

MINNESOTA. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement. — All lands donated to the State for purposes of internal 
improvement shall be sold, the proceeds thereof to be turned into the internal- 
improvement fund. Moneys belonging to this fund shall not be appropriated 
until the act providing for such appropriation shall have been approved by popu- 
lar vote. (Art. IV, sec. 32 (6).) 

The State shall never contract debt for works of internal improvement, or be a 
party to such work except in the case of grants to the State for that purpose. 
(Art. IX, sec. 5.) 

State aid. — The credit of the State shall never be given or loaned in aid of any 
individual, association, or corporation. (Art. IX, sec. 10.) 

Uniform tax on property. — All taxes in the State shall be as nearly equal as may 
be, and taxes on property shall be equalized and uniform throughout the State. 
(Art. IX, sec. 1.) 

Railroads. — Any law providing for the amendment or repeal of the existing 
system of levy on the gross earnings of railways shall be submitted to the vote of 
the people. (Art. IV, sec. 32 (a).) 

Telegraph, telephone, express, and car companies. 

The legislature may impose upon the owners or operators of such companies 
taxes on property or earnings, or both, which may be graded or progressive, and 
which shall be on a pro rata mileage basis. This shall not preclude the taxation 
of land or ordinary property according to the ordinary methods. (Art. IX, sec. 17. ) 

STATUTE PROVISIONS. 

Railroad companies.^^ 

Railroad companies are required annually to report to the State railroad and 
warehouse commission their gross earnings for the year, separating interstate 
from intrastate earnings. They are then taxed on a pro rata mileage proportion 
of their gross earnings. During the first three years of operation the rate is 1 per 
cent, during the next seven years 2 per cent, and thereafter 3 per cent. This tax 
is paid to the State treasurer, and is in lieu of all other taxes, either State or local, 
excepting local taxes on lands the subject of grant either by the State or the 
United States. 

Telephone companies.^ 
These companies pay a tax of 3 per cent on their gross earnings to the State. 

Express companies.'^ 

These companies pay the State a tax of 5 per cent on their ^ross receipts from 
business done in the State, with deductions for the amount paid to railroad com- 
panies for the transportation of freight within the State. 

Freight line and equipment companies.*^ 

These companies pay to the State auditor a tax of 2 per cent on the actual value 
of their capital stock, determined on a pro rata mileage basis after making deduc- 
tions for real estate locally taxed. 

Sleeping and parlor car companies.^ 

These companies annually pay to the State treasurer a tax of 3 per cent on their 
gross receipts from business done in the State, in lieu of other taxation. 



1 Compiled Laws of Michigan (1897), pp. 1268-1269. 

2 Ibid., p 1196. 

astatuteH of Minnesota (1894), sees. 1669-1681, and Laws of 1897, p. 32. 

4 Laws of 1897, p. 581. 

s Ibid., p. 572; also Laws of 1899, p. 404. 

Laws of 1897, p. 308; also Laws of 1899, p. 134. 

7 Laws of 1897, p. 307. 
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"Water craft.^ 

Owners of water craft pay into the State treasury an annual tax of 8 cents per 
net ton (registered tonnage) of such craft, in lieu of all other taxes. One-half of 
the proceeds of this tax is paid by the State to the counties in which the ports of 
hail of such craft are situated. 

MISSISSIPPI. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall never be surrendered nor abridged, except that exemption from taxation for 
a i)eriod of five years may be granted to new enterprises of public utility. (Sec. 
182.) 

State aid. — No law granting a donation in favor of any object shall be enacted 
except by two- thirds vote of each house. (Sec. 66.) 

Lands under the control of the State shall never be donated to industrial corpo- 
rations or railroad companies. The legislature may, however, grant the right of 
way to railways across State lands as a mere easement. (Sec. 95.) 

The credit of the State shall not be pledged nor loaned in aid of any association 
or corporation, nor shall the State assume the indebtedness of any individual, 
association, or corporation, nor become a stockholder in any corporation. (Sec. 
358.) 

No obligation of any person, association, or corporation to the State or to any 
local division shall be released, postponed, or diminished. (Sec. 100.) 

Uniform tax on property — Railroads and other corporations, — Taxation shall 
be uniform on all property. But the legislature may provide for a special mode 
of assessment for railroads and for other corporate property not situated wholly 
in one county. (Sec. 112.) 

The property of corporations shall be taxed in the same way and to the same 
extent as the property of individuals. (Sec. 181.) 

Local aid. — No local division shall loan its credit to or subscribe to stock in any 
railroad or other association or corporation. (Sec. 183.) 

STATUTE PROVISIONS. 

Railroad companies.'^ 

Listing, valuation y etc. — Railroad companies are required to make annual 
reports to the State railroad commission, setting forth their property, taxable and 
nontaxable, their capital stock, and receipts for the year, and the values of their 
respective franchises. The railroad commission then assesses the property of these 
companies, taking into consideration the value of the franchise and of the capital 
stock engaged in business in the State. This valuation is apportioned among the 
counties for the computation and collection of the tax. 

Privilege tax.^ — Railroads also pay the State an annual privilege tax. For this 
purpose they are divided into four classes, according to their gross earnings per 
mile for the year. The taxes levied on each class are as follows: 

First class, $20 per mile; second class, $15 per mile; third class, $10 per mile; 
narrow-gauge class. $2 per mile. 

Local taxation, — Railroad real estate not directly employed for traffic operations 
is locally assessed and taxed. There is also a local tax on the values apportioned 
by the State. 

Telegraph, express, and sleeping-car companies.^ 

These companies are assessed and taxed like railroads. 

Telegraph companies also pay a privilege tax of $250 if their lines are 1 ,000 
miles or more in length. Otherwise they pay $25 per mile."* 

Sleeping-car companies pay the State the annual specific sum of $200, besides 
the sum of 25 cents per mile for each mile of railroad track in the State over 
which cars were run.* 

Telephone companies.^ 

These companies pay a tax graded according to the number of their subscribers, 
varying in amount from $5 to $100. 

1 Laws of 1895, p. 507. * Ibid., p. 47. 

2 Annotated C!ode of Mississippi, sees. 8875-3886. 6 Ibid., p46.. 
8 Laws of 1896, p. 44. 
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MISSOURI. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall not be surrendered or suspended. (Art. X, sec. 2.) 

State aid. — The State shall not lend nor pledge its credit in aid of any individ- 
ual, association, or corporation. (Art. IV, sec. 45.) 

The State shall not grant money or property in aid of any individual, associa- 
tion, or corporation. (Art. IV, sec. 46.) 

The State shall not subscnbe to stock in any corporation, except to secure loans 
previously extended to certain railroads. (Art. IV, sec. 49.) 

The State shall not release its lien on any railroad. (Art. IV, sec. 50. ) 

The State shall not release any obligation to itself on the part of any corpora- 
tion or individual. (Art. IV, sec. 51.) 

Uniform ta^ on property. — Taxes shall be uniform upon the same class of sub- 
jects within the same taxing jurisdiction. (Art. X, sec. 8.) 

Property subject to taxation shall be taxed in proportion to its value. (Art. X, 
sec. 4.) 

Railroads, — Railroads shall be subject to taxation for State and local purposes 
on their property, gross earnings, net earnings, franchises, and capital stock. 
(Art. X, sec. 5.) 

Local aid. — No local division shall subscribe to stock in any railroad or other 
corporation, nor loan its credit nor make donation in aid of any such corporation. 

STATUTE PROVISIONS. 

Railroad companies.' 

Listing, valuation, etc. — Railroad companies are required to return to the State 
auditor detailed annual statements of their property of operation and its actual 
value. Duplicate statements are made to the county clerks of the respective 
counties of property therein situated. These are certified bv the county courts 
and forwarded to the State auditor, by whom they are laid before the State board 
of equalization. This board then assesses the railroad property (rolling stock on 
a pro rata mileage basis) , and apportions the valuation among the counties for 
the computation and collection of the tax. In the making of assessments the 
board has access to railroad books, records, etc. 

Local taxation. — All railroad property not assessed by the State (i. e., lands, 
machine and work shops, roundhouses, warehouses and other buildings, goods, 
chattels, and office furniture) is assessed and taxed locally. There is also a local 
tax on the values apportioned by the State. 

Telegraph and express companies.^ 

These companies are taxed on their franchises and property in the same manner 
as railroads. 

Express companies pay the State, in addition, a tax of 1^ per cent on their gross 
receipts from business done in the State.' 

Car companies.'' 

These companies pay the State a tax of 2 per cent on the cash valuation of their 
cars. 

MONTANA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall never be surrendered or suspended. All corporations shall te taxed ror State 
and local purposes. (Art. XII, sec. 7.) 

Exemption of stocks. — Stocks in any company shall not be taxed when the 
property represented by such stocks is taxed. (Art. XII. sec. 17.) 

State aid. — The State shall never loan its credit to, grant subsidy to, or sub- 
scribe to stock in any company or corporation. (Art. AlII, sec. 1.) 

No appropriation shall be made to any person or corporation not under the 
absolute control of the State. (Art. V, sec. 35. ) 

The legislature shall not authorize the contracting of debt in the construction 
of any railroad, nor loan the credit of the State in aid of the same. (Art. V, sec. 38. ) 

1 Revised Statutes of Missouri (1899), pp. 2169-2181. » Ibid., pp. 2184-3186. 

2 Ibid., pp. 2181-2182. * Ibid., pp. 2171-2172. 
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Ko obligation of any individual, association, or corporation to the State or any- 
local division shall ever be released, postponed, or diminished. (Art. V, sec. 89.) 

Uniform tax on property — License taxes. — Taxes shall be uniform upon the same 
class of subjects in the same jurisdiction. (Art. XII, sec. 11.) 

The le^slature shall levy a uniform rate of assessment. AH property shall be 
taxed at its just value. The legislature may also impose a license tax on persons 
SLud corporations. (Art . XII, sec. 1. ) 

Railroads, — The franchise, roadway, roadbed, rails, and rolling stock of all rail- 
roads operating in more than one county shall be assessed by the State board of 
equalization, and the valuation apportioned among the local districts on a pro 
x-ata mileage basis. (Art. XII, sec. 16.) 

Local aid, — No local division shall ever loan its credit to, grant subsidies to, 
or subscribe to stock in any company or corporation. (Art. XIII, sec. 1.) 

The legislature shall not authorize any county to contract debt in the construc- 
"fcion of any railroad, nor loan its credit in aid of the same. (Art. V, sec. 38.) 

STATUTE PROVISIONS. 

Sailroad companies.^ 

Listing, valuation, etc. — ^Railroad companies are required to make to the State 
full annual statements of their property of operation, capital stock, earnings, and 
indebtedness. On the basis of these returns, the State board of equalization 
assesses franchise, roadbed, rails, and rolling stock (whether owned, hired, or 
leased) . The valuation thus determined is apportioned among the counties on a 
mileage basis for the computation and collection of the tax. 

Local taxation. — Railroad real estate not on the right of way, including stations 
and depots, is locally assessed. There is also a local tax on the values apportioned 
by the State. 

Railrojms operating in a single county are locally assessed and taxed on their 
property and franchises.'^ 

telegraph, telephone, express, canal, stage, and navigation companies. 

Telegraph, telephone, and canal conlpanies are locally assessed on their property 
and franchises. 2 

Telegraph companies pay a local license tax of $5 per quarter on each instru- 
iixent in use, and telephone companies 75 cents per year on each instrument.^ 

Express, stage, and navigation companies are locally assessed and taxed on their 
property.'* 

Common carriers.^ 

The law provides for a license tax on common carriers, graduated in amount 
according to the amount of business done per quarter. 

NEBRASKA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The legislature shall have no power to release or dis- 
charge from State taxes, nor to authorize commutation for such taxes in any 
form. (Art. IX, sec. 4.) 

State aid. — Lands under the control of the State shall never be donated to rail- 
road companies, private corporations, or individuals. (Art. Ill, sec. 18.) 

The credit of the State shall never be given or loaned in aid of any individual, 
association, or corporation. (Art. XII, sec. 3. ) 

Property and franchise taxes. — Property and franchises shall be taxed according 
to their value in such manner as the legislature shall direct. (Art. IX, sec. 1.) 

Reports of railroad companies. — Annual reports shall be made by railroad com- 
panies to the State auditor. (Art. XI, sec. 1 . ) 

Local aid. — No local district shall make donations to any work of internal im- 
provement except by vote of the people; aggregate donations of this character 
shall not exceed 10 per cent of the assessed value of property in any county unless 
by a two-thirds vote of the people, when a 5 per cent increase over the 10 per cent 
liinit shall be valid. (Art. XII, sec. 4.) 



1 Booth's MonUma Code, sees. 3090,3737-3743. 

2 Ibid., see. 3719. 

3 Laws of 1897, p. 202. 

* Booth's Montana Code, sec. 3715. 
6 Ibid., sec. 4074. 




STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies are required to make anm 
reports of their property and its value to the State. On the basis of these repoi 
the State board of equalization assesses all property of operation and apportio 
the valuation thus determined among the counties, where the tax is compute- — 
and collected. 

Local taxation. — Real and personal property of railroads, not in the right ^^ 
way. is locally assessed and taxed. There is also a local tax on the values appo- — 
tioned by the State. 

Telegraph companies.' 

These companies are taxed like railroads. 

Sleeping car companies.^ 

These companies are taxed on a pro rata mileage valuation of their cars. 

Express, steamboat, and other transportation companies.^ 

All such companies incorporated in the State pay a franchise tax upon their* 
capital stock, less the value of real and personal property otherwise taxed. Deduc- 
tion is also made for indebtedness, except for current expenses and improvements, 

NEVADA. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall not donate or loan its money or credit or subscribe 
to stock in any company or corporation. (Art. VIII, sec. 9.) 

The State shall never assume the debts of any corporation. (Art. IX, sec. 4.) 

Uniform tax on property. — There shall be a uniform and equal rate of assess- 
ment and taxation on all property. (Art. X, sec. 1.) 

Corporations. — All corporate property shall be subject to taxation the same as 
the property of individuals. (Art. VIII, sec. 2.) 

Local aid. — No local division shall become a stockholder in or lend its credit in 
aid of any company or corporation except railroad companies. (Art. VIII, sec. 10. ) 

STATUTE PROVISIONS. 

Railroad companies.^ * 

Listing, valuation, etc. — Railroad companies make annual returns of property, 
which is assessed by the State board of assessment and equalization. The valua- 
tion determined by that board is apportioned among the counties for the compu- 
tation and collection of the tax. In fixing values, statute provision requir.es that 
the railroad property shall not be treated as so much '' land covered by right of 
way " nor " as so much iron," but as a complete operated line of road. Rolling 
stock is valued and apportioned on a pro rata mileage basis. 

Local taxation. — All railroad property is locally taxed. 

Common carriers.^ 

Common carriers (earners of gold dust) pay an annual tax of $150 in the coun- 
ties where they operate. 

NEW HAMPSHIRE. 

CONSTITUTIONAL PROVISIONS. 

Uniform taxes. — The general court shall have power to levy proportional and 
reasonable assessments, rates, and taxes upon all persons and estates within its 
limits. (Part 2, art. 5.) 

Local aid, — The general court shall not authorize any town to loan or give its 
money or credit in aid of any corporation. (Ibid.) 



1 Compiled Statutes of Nebraska (1897), pp. 912-913. 

2 Ibid., pp. 913-914. 
3Ibid.,p.911. 

■» Cutting's compiled laws of Nevada (1861-1900), sees. 1236-1239. 
6 Ibid., sec. 1190. 
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STATUTE PROVISIONS. 

X^^jlroad companies.' 

Exemption. — Railroads are exempted from taxation for a period of ten years 
softer their construction. 

State taxation, — The State board of equalization assesses all railroad property. 
The various companies are required to submit all evidence required of them by 
tie board. The tax is levied on the value of road, rolling stock, and equipment, 
and is in lieu of all taxes on stocks. 

Local taxation and local distribution. — Real estate not in the right of way is 
locally assessed and taxed. The proceeds of the State tax on railroads is disposed 
of as follows: 

(1) One-fourth of the tax is paid to the towns through which roads run accord- 
ing to the share of the capital invested in each town for buildings and right of 
^ay. 

(2) To each town in the State in which any railroad stock is owned, such pro- 
portion of the residue of the tax as the number of shares owned in such town 
Wrs to the total number of shares of capital stock. 

(3) The remainder is retained by the State. 

In order to carry out this distribution the selectmen annually make invoice of 
the shares of railroad stock owned by the inhabitants of their respective towns 
to the State treasurer. The various railroad companies also give a list of the 
same to the selectmen. 

Telephone and telegraph companies.^ 
These companies are, like railroads, taxed on their lines and equipments. 

NEW JERSEY. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The credit of the State shall not be directly or indirectly loaned in 
any case. (Sec. VI, 3.) 

STATUTE PROVISIONS. 

Railroad companies.'* 

Listing, valuation, etc. — Railroad companies make annual returns of property, 
stock, and indebtedness, upon the basis of which, in addition to corporation books, 
etc., the State board of assessors feet a valuation upon all railroad property and 
franchises. A tax of one-half of 1 per cent is levied on this valuation for State 
purposes. 

Local taxation. — In addition to the State tax, the State collects a tax at the 
local rate ux>on railroad real estate in each tax district, the proceeds of which are 
apportioned among the tax districts in which such property is situated. Other 
local railroad property not used for purposes of operation is locally assessed and 
taxed.' 

Telegraph, telephone, express, palace, parlor, and sleeping car companies.'* 

All such companies incorporated in the State pay to the State an annual license 
tax for their corporate franchises of 2 per cent upon their gi'oss receipts from 
business done in the State. 

Foreign equipment companies.'^ 

These companies are assessed on their rolling stock according to the proportion 
of the year their cars are kept in the State. 

NEW MEXICO. 

STATUTE PROVISIONS. 

Railroad companies. 

Exemption.^ — Railroads are exempted from taxation for a period of six years 
after their completion. 

1 Public Statutes Hiid Session Laws in force January 11, 1901, pp. 224-226. 

2 General Statutes of New Jersev (1895), pp. 3322-3335. 
s Laws of 1897, p. 147. 

4 General Statutes of New Jersey (1895), pp. 3336,3339. 

6 Ibid., p. 3326. 

c Compiled Laws of New Mexico (1897), sees. 3880,3881. 
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Taxation,^ — Railroad property is assessed and taxed like the property of indi- 
viduals. 

Express companies.^ 

These companies are taxed by the Territory at the rate of 2 per cent on their 
surplus of gross receipts over sums actually paid out to other companies for trans- 
portation within the Territory. One-half of the sum thus paid the Territory is 
distributed among the counties in proportion to the business done in each county. 
The tangible property of express companies is locally assessed and taxed. 

Palace and sleeping car companies.^ 

These companies pay the Territory a tax of 2^ per cent on their gross earnings 
from business done in the Territory. One-half of the proceeds of the tax is dis- 
tributed among the counties in the same manner as the tax on express companies. 
The tangible property of the companies is locally assessed and taxed. 

# 

NEW YORK. 

CONSTl^TUTlONAL PROVISIONS. 

State transportation interests. — The legislature shall not sell, lease, or otherwise 
dispose of the Erie Canal, the Oswego Canal, the Champlain Canal, the Cayuga 
and Seneca Canal, or the Black River Canal; they shall remain the property of 
the State forever. This shall not apply to the Main and Hamburg Street Canal 
in Buffalo. (Art. VII, sec. 8.) 

The canals may be improved as the legislature shall provide by law. The cost 
of such improvement may be met by loan, appropriation from the State treasury, 
or an equitable annual tax. (A/t. VII, sec. 10.) 

Local aid. — No local division shall loan its money or credit to, become the owner 
of stock or bonds in, or incur indebtedness for any individual, association, or 
corporation. (Art. VIII, sec. 10.) 

STATUTE PROVISIONS. 

Transportation and transmission companies. 

State taxation.* — ^All transportation and transmission companies, in common 
with other corporations and joint-stock compgpies, are required to make annual 
returns to the State controller. Upon the basis of these returns the various com- 
panies are taxed upon their franchises, on the basis of their capital stock employed 
in the State, at the rate of one-fourth mill on the $1 for each 1 per cent of divi- 
dend declared, provided the dividend is at least 6 per cent on the par value of the 
stock. If the dividend is under 6 per cent, or if none has been declared, the tax 
rate is 1^ mills on each $1 of the actual value of the capital stock. 

Every transportation and transmission company, in addition to the above tax, 
must pay a tax '* upon its corporate franchise or business in this State" of one- 
half of 1 per cent upon its gross earnings from business done in the State. 

Provision is made for the examination of corporation books, records, witnesses, 
etc., by the State controller. 

Local taxation.^ — All companies are locally assessed and taxed on their property. 

NORTH CAROLINA. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall not lend its credit in aid of any person, association, 
or cjrporation but by vote of the i)eople, except to aid in completing such rail- 
roads as may be unfinished at the time of the adoption of this constitution. (Art. 
V, sec. 4.) 

Uniform tax on property — Franchise and income taxes. — Taxation shall be by 
uniform rule on all property. The general assembly may also lay taxes on fran- 
chises and income, provided the property from which income is derived is not 
taxed. (Art. V, sec. 8.) 

1 Compiled Liiws of New Mexico (1897), see. 4025. 

-Ibid., sees. 39*26-^3927. 

Ubid.. sees. 4118-4121. 

•» ( Jeiieral Laws, Chap. XXIV, sees. 182, 184, 189. 

•'•Ibid.,. sees. 11,39. 
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STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valitation, etc, — Railroad companies annually report their property of 
operation to the State corporation commission. The commission determines the 
"value of this property as if it were the property of individuals. Rolling stock is 
^valued on a pro rata mileage basis. The final valuation is apportioned among 
^e counties for the computation of the tax. The tax for State purposes is paid 
^iirectly into the State treasury. The commission is empowered to examine 
T)ooks, papers, etc., in determining valuations. 

Local taxation. — Railroad property other than that of operation is loc&lly assessed 
and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, express, sleeping-car, freight-car, canal, and steamboat 
oompanies. ^ 

These companies are assessed and t^xed like railroads. 

Telegraph, telephone, and express companies pay also a tax of 2 per cent on 
"their gross receipts from business done in the State.*^ 

NORTH DAKOTA. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall not loan its credit, make donation, or take stock in 
4iid of any individual, association, or corporation. (Sec. 185.) 

Uniform tax on property, — ^All property shall be taxed by a uniform rule 
according to its true money value. (Sec. 176.) 

Railroads, — The franchises, roadway, roadbed, rails, and rolling stock of rail- 
:roads shall be assessed by the State board of equalization at its actual value, and 
«uch assessed valuations shall be apportioned among the local taxing districts on 
a pro-rata mileage basis. ( Sec . 179. ) 

The legislature may provide for the payment of a percentage of railway gross 
earnings in lieu of the above taxes on property, except the local taxes on property 
not in the right of way. (Sec. 176. ) 

Reports by railroad companies. — Railroads shall make annual reports to the 
State as prescribed by law. (Sec. 140.) 

Local aid. — No local division shall loan its credit, make donation, or take stock 
in aid of any individual, association, or corporation. (Sec. 185. ) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies make annual returns of their 
property to the State board of equalization. On the basis of these returns fran- 
chise, roadbed, roadway, rails, and rolling stock used in the State are assessed at 
their actual value. Corporation books and papers, as well as witnesses, may be 
summoned to assist in determining valuations. The valuations are apportioned 
among the counties for the computation and collection of the tax. 

Local taxation. — Property other than that of operation is locally assessed and 
taxed. There is also a tax on the values apportioned by the State. 

Telegraph and telephone companies.^ 
These companies are locally taxed on their property. 

Express companies.^ 

These companies pay an annual license tax, as follows: 

$5 per station in places of 200 inhal)itants or less. 

$10 per station in places of from 200 to 1 ,000 inhabitants. 

$25 per station in places of from 1,000 to 3,000 inhabitants. 

$50 i>er station in places of more than 3,000 inhabitants. 

These companies are also locally assessed and taxed on their personal property. 



1 Laws of 1899, chap. 15, and Laws of 1900, p. 64. 

2 Laws of 1899, p. 59. 

a Revised Code of North Dakota (1895), sees. 1331-1333. 

4 Laws of 1899, p. 259. 

6 Revised Code of North Dakota (1895) sees. 1746-1748; also laws of 1899, p. 259. 

618a 5 
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Sleeping car companies.^ 

These companies pay an annual license tax of $100 per car, the aggregate stiiz^^ 
paid by any one company not to exceed $5,000. 

OHIO. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall never contract any debt for purposes of internal 
improvemeiU. (Art. XII, sec. 6.) 

The State shall never lend its credit to nor subscribe to stock in any association 
or corporation. (Art. VIII, sec. 4.) 

The State shall not assume the debts of any corporation. (Art. VIII, sec. 5.) 

Uniform tax on property. — AU property shall be taxed according to a uniform 
rule at its true cash value. (Art. XII, sec. 2.) 

Corporations. — Corporate property shall forever be taxed like the property of 
individuals. (Art. XIII, sec. 4.) 

Local aid. — The general assembly shall never authorize any local division to 
raise money or loan its credit in aid of any association or corporation, or become 
a stockholder therein. (Art. VIII, sec. 6.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing^ valuation, etc. — The auditors of the various counties are constituted a 
board of appraisers for railroads. The various companies make annual returns 
of property and upon request are requii*ed to submit books, records, etc. 

Upon the basis of this information all property of operation, moneys, and credits 
are assessed upon a pro-rata mileage basis. The valuation thus determined is 
apportioned among the counties for the computation and collection of the tax. 

Excise tax. — Railroads are required to pay the State an annual excise tax of 
one half of 1 per cent on gross earnings from business done in the State, including 
a mileage proportion of interstate receipts. 

Local taxation. — Real estate not in the right of way is locally assessed and 
taxed. 

There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, and express companies.^ 

The property of these companies is valued by the State board of appraisers and 
assessors. In determining this valuation capital stock and earning capacity are 
duly <?onsidered. The value of real estate locally assessed and taxed is deducted, 
and the remaining valuation is prorated on a mileage basis among the counties 
for the computation and collection of the tax. 

Telegraph and telephone companies are required to pay the same *' excise tax " 
as railroad companies.'* 

Express companies are required to pay an excise tax of 2 per cent on gross 
receipts from business done in the State. 

Freight line and equipment, and sleeping car companies.^ 

These companies are required to pay an annual tax to the State upon the actual 
value of their capital stock, representing capital and property owned and used in 
the State. This value is determined on a pro-rata mileage basis and deduction is 
made for real estate locally assessed and taxed. 

OKLAHOMA. 

STATUTE PROVISIONS. 

Railjroad companies.^ 

Listing, valuation, etc. — Railroad companies are required to make annual 
reports to the Territory. All property of operation, moneys, and credits are 
assessed at their actual cash value by the board of railroad assessors, who are 
empowered also to examine corporation books and records, and to summon wit- 

1 Revised Code of North Dakota (1895), sees. 1751-175o. 

2 Bates's Annotated Ohio Statutes (1897), sees. 2770-2777 et seq. 

3 Ibid., sees. 2780-2781 et seq. 
* Ibid., sees. 2777 et seq. 

6 Ibid., sees. 2780-2787 et seq. 

6 Laws of 1896, pp. 224-229; see also Laws of 1899, p. 219. 
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'tiesses, etc. The valnation determined ui)on its apportioned amon^ the counties 
tor the computation and collection of the tax. Cars used by a railroad but not 
owned by it are listed against the company to which they belong. 

LocxU taxation. — Real estate not in the right of way is locally assessed and 
taxed. There is also a local tax on the values api)ortioned by the State. 

Telegraph and telephone companies.^ 

These companies are locally assessed on their property, returns of which they 
are required to make to both the auditor of the Territory and to the county clerks. 

OREGON. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall not subscribe to stock in any company or corpora- 
tion. (Art. IX, sec. 6.) 

Uniform tax on property. — There shall be a uniform rate of assessment and 
taxation. All property shall be taxed at its just value. (Art. IX, sec. 7.) 

Local aid. — No local district shall become a stockholder in any coiporation or 
company, or raise money for or loan its credit in aid of any individual, associa- 
tion, or corporation. (Art. XI. sec. 9.) 

STATUTE PROVISIONS. 

Transportation companies.^ 

Transportation companies generally are assessed and taxed on their property in 
the same maimer as individuals. 

Railroad rolling stock, including all cars hired or leased, is annually reported 
by the managing ofl&cers of railroads at their places of business, and is appor- 
tioned among the counties on a pro-rata mileage basis. Rolling stock engaged in 
interstate business is assessed on a pro-rata mileage portion. 

PENNSYLVANIA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power of the State to tax corporations and corpo- 
rate property shall not be surrendered or susi^ended. (Art. IX. sec. 3.) 

State aid. — The credit of the Commonwealth shall not be pledged or loaned to 
any individual or company, nor shall the Commonwealth become a stockholder 
in any company. (Art. IX, sec. 6.) 

No obligation of any railroad or other corporation, held by the Commonwealth, 
shall be postponed or diminished in any way. (Art. HE, sec. 24. ) 

Uniform taxation. — ^All taxes shall be uniform on the same class of subjects 
and shaU be levied and collected under general laws. (Art. IX, sec. 1.) 

Reports, etc., of transportation companies. — In addition to the annual reports 
required of transpDrtation companies, the secretary of internal affairs may require 
specvaX reports. (Art. XVII. sec. 11 . ) 

Local aid. — ^No local district shall become a stockholder in any comi>any nor 
loan its credit to. nor appropriate money for, any comi)any or individual. (Art. 
X A, sec. i.) 

STATUTE PROVISIONS. 

All transportation and transmission companies. 

State taxation. — All corporations in the State are required to make annual 
reports to the State. They are taxed at the rate of one-half of 1 per cent on the 
actual value of their capital stock. This, according to judicial interpretation, is 
a tax on property, franchise, assets, and earning capacity. Companies doing an 
interstate business are taxed only on a mileage proportion of their capital stock.* 

These comi)anies also pay a tax of two-fifths of 1 per cent on the value of bonds 
issued by them and held by residents of the State. The tax is paid out of the 
interest on the bonds, so that when no interest is paid no tax is paid.* 

1 Statutes of Oklahoma ( 1893 >. p. 1043. 

« Hill's Annotated Laws of Oregon (1892), pp. 12a-12M. 

» Pamphlet laws of 1891. p. 229, and of 1893, p. 353. 

* Pamphlet laws of 1895, p. 193. 
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These companies also pay a tax of four-fifths of 1 per cent on gross receipts from 
business done wholly in the State.' 

Express companies are subject in addition to an annual excise tax on gross 
earnings from business done m the State, including a mileage proportion of inter- 
state receipts. The rate is 1 per cent when receipts are $100 per mile or under, 
2 per cent when receipts are between $100 and $150 per mile, then 1 per cent 
additional for each $50 additional receipts per mile until the rate reaches the 
maximum of 5 per cent.'^ 

Local taxation, — Transportation property not necessary for operating pui-poses 
is locally assessed and taxed. 

The New York, Lake Erie and Western Railroad Company, in addition to the 
regular taxes, annually pays the State $10,000 for the privilege of maintaining a 
portion of its road through Pike and Susquehanna counties.^ 

RHODE ISLAND. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The credit of the State shall not be pledged in aid of any individual, 
association, or corporation. (Art. IV, sec. 18.) 

A two-thirds vote of both houses shall be necessary to every bill appropriating 
public money or property for private purposes. (Art. IV, sec. 14.) 

Taxation. — The general assembly shall provide for the assessment of taxes as 
it may think best. 

STATUTE PROVISIONS. 

Railroad companies. 

Railroad companies are taxed on their property in the same manner as individ- 
uals. No express provision is made for railroad taxation in the law of the State. 

Telegraph, telephone, and express companies.^ 

These companies are required to make annual returns of their gross receipts 
from business done in the State. A tax of 1 per cent is levied on these receipts, 
to be paid into the State treasury in lieu of all other taxes on property of operation. 

SOUTH CAROLINA. 

CONSTITUTIONAL PROVISIONS. 

Uniform ta^ on property. — There shall be a uniform and equal rate of assess- 
ment and taxation. All property shall be taxed at its just value. (Art. IX, sec. 1. ) 

Corporations. — The property of corporations shall be subject to taxation. (Art. 
XII, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies are required annually to list v^th 
the controller-general of the State their entire property of operation, moneys, 
credits, etc. Annual reports are made also to the county auditors of property 
within the various counties. The controller-general is empowered to examine 
corporation books, papers, etc. A valuation is set upon the property as listed by 
the State board of assessors, and the valuation thus determined is apportioned 
among the counties for the computation and collection of the tax. 

Local taxation. — Railroad real estate not in the right of way is locally assessed 
and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, palace-car, express, and fast-freight companies.^ 

These companies are taxed on a property valuation determined by the State 
board of assessors in much the same manner as railroads. 

SOUTH DAKOTA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall never be surrendered or suspended. (Art. XI, sec. 3.) 

1 Pamphlet laws of 1889, p. 420. * General Laws of Rhode Island (1896), pp. 133-134. 

2 Pamphlet laws of 1897, p. 294. & Revised Statutes of South Carolina (1893), pp. 9&-97. 

3 Pamphlet laws of 1846, p. 179. « Laws of 1898, No. 441. 
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State aid, — The State shall not make donation to, loan its credit to, or assume 
the liability of any individual, association, or corporation, or subscribe to stock in 
any association or corporation. (Art. Xm, sec. 1.) 

UnifoiTn taxc on property — Corporations. — All taxes shall be uniform on all prop- 
erty. Corporate property shall be assessed and taxed as near as may be like in<U- 
vidnal property. (Art. XI, sec. 2.) 

Railroad reports, — ^Railroad companies shall make annual reports to the State 
as by law prescribed. (Art. XVII, sec. 12.) 

Local aid, — ^No local division shall make any donation to, loan its credit to, or 
assume the liability of any individual, association, or corporation, nor subscribe 
to stock in any association or corporation. (Art. XIII, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies 

Listing, valuation, etc, — Railroad companies make annual reports to the State 
boai'd of assessment and equalization of their earnings and property of operation. 
On the basis of these returns a valuation is reached, taking into consideration 
^oss and net earnings, and is apportioned among the counties for the computa- 
tion and collection of the tax. 

Local taxation. — ^All railroad property other than that of operation is locally 
assessed and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph and telephone compan - 

These companies make annual returns to the State board of assessment and 
equalization, and are taxed on their property as valued by that board. The tax 
is paid directly into the State treasury. Each county is subsequently allotted its 
share of the proceeds of the tax. 

ZazpresB and sleeping-car companie 

These companies make annual returns to the State auditor. They are assessed 
on their property by the State board of equalization and assessment. The gross 
earnings for the year are taken into account in determining the valuation. The 
tax is paid into the State treasury. Each county is subsequently allotted its share 
of the proceeds of the tax. 

TENNESSEE. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement, — A well-regulated system of internal improvement ought 
to be encouraged by the General Assembly. (Art. XI, sec. 10. ) 

State aid, — The credit of the State shall not be loaned in aid of any individual, 
association, or corporation, nor shall the State become a stockholder in any asso- 
ciation or corporation. (Art. II, sec. 31. ) 

No State bonds shall be issued to any railroad company which, at the time of 
its application for such, shall be in default of interest on past issues to it, or which 
has disposed of any past issues to it for less than par. (Art. II, sec. 33. ) 

.Uniform tax on property. — All property shall be taxed uniformly according to 
its value, as the legislature shall direct. (Art. II, sec. 28.) 

Local aid, — No local division shall loan its credit to any individual, association, 
or corporation, nor take stock in any association or corporation, except by three- 
fourths vote of the people. (Art. II, sec. 29.) 

STATUTE PROVISIONS. 

Railroad companie * 

Listing, valuation, etc. — Railroad compam>BS tile annual schedules of property, 
stock, indebtedness, and earnings with the State railroad commission, oy whom 
a valuation is set upon railroad property, with due regard for franchises, stock, 
bonds, and earnings. The valuation thus determined is examined by the State 
board of equalization and certified to the State controller. The taxes are paid 
into the State treasury. 

In reaching a valuation the railroad commission has power to examine corpo- 
ration books and papers. Railroad property having actual situs is known as 
localized property, and that having no actual situs is known as distributable prop- 
erty and IS valued on a pro rata mileage basis. 

1 Annotated South Dakota statutes (1899) sees. 2189-2193. ^ibid., sees. 2198-2203. 

2 Ibid., sees. 2194-2196. 4 Laws of 1897, chap. 5. 
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Railroad companies not paying the State ad valorem tax pay an annual tax as 
follows: Companies controlling or operating 400 miles or more of road pay $10,000 
for business done in the State; from 100 to 400 miles, $5,000; from 25 to 100 miles, 
$1,000; less than 25 miles, $100.' 

Local taxation.— Railroad real estate and personalty (having actual situs) are 
locally assessed and taxed. 

Each county through which a railroad runs its lines may levy a tax of $500 
against such company, and each incorporated town a tax of $25.^ 

Railroad terminal companies, in counties of 90,000 inhabitants or over, pay a 
tax of $500; in counties of 70,000 to 90,000 inhabitants, $400, and in counties of 
50,000 to 70,000, $300.' 

Telegraph and telephone compaiiies.^ 

These companies are assessed and taxed on their property like railroads. 

Telegraph companies pay also an annual privilege tax to the State, in lieu of 
all other State taxes but the ad valorem tax, as follows: Companies sending mes- 
sages between points in the State, and operating 1,000 miles or more of line within 
the State, pay a tax of $5,000; from 300 to 1,000 miles, $1,00^; from 100 to 300 
miles, $300; from 25 to 100 miles, $25.' 

Telephone companies annually pay to the State a privilege tax for business done 
wholly in the State, in lieu of all other State taxes but the ad valorem tax, vary- 
ing according to the population of the city or town in which it does business from 
50 to 75 cents per instrument in use.' 

Express and sleeping-car companies.^ 

Express companies pay an annual privilege tax to the State, in lieu of all other 
State taxes but the ad valorem tax, as follows: Companies operating over lines 
100 miles or under in length, $200 for business done wholly within the State; 
over 100 miles, $2,000. 

Sleeping-car companies are required to pay the State an annual privilege tax 
of $2,500 in lieu of all State taxes but the ad valorem tax. 

TEXAS. 

CONSTITUTIONAL PROVISIONS. 

t 

Release from taxation. — The power to tax corporations and corporate property 
shall never be surrendered or suspended. (Art. VIII, sec. 4.) 

State aid. — The credit of the State shall never be loaned in aid of any individual, 
association, or corporation. (Art. Ill, sec. 50. ) 

The State shall make no grant of money to any individual, association, or cor- 
poration. (Art. Ill, sec. 51.) 

The legislature shall not release the liability of any railroad to the State. (Art. 
Ill, sec. 54.) 

The legislature shall not release, postpone, or diminish any liability to the State. 
(Art. Ill, sec. 55.) 

Uniform taxation — Property, license, income, and occupation taxes. — Taxation 
shall be equal and uniform. All property in the State shall be taxed. The legis- 
lature may also impose license and income taxes. (Art. VIII, sec. 1.) 

All occupation taxes shall be uniform upon the same class of subjects within 
the same jurisdiction. (Art. VIII, sec. 2. ) 

Railroads. — All railroad property shall be assessed in the several counties. 
Rolling stock may be assessed in gross in the county where a company's principal 
office is located, the resulting tax to be apportioned by the controller among the 
counties on a pro rata mileage basis. (Art. VIII, sec. 8. ) 

Local aid. — The legislature shall not authorize any local division to lend its 
credit or grant money to any individual, association, or corporation, nor to become 
a stockholder in any association or corporation. (Art. Ill, sec. 52.) 

Municipal ta^es. — ^AU railroad property shall Dear its proportional share of 
municipal taxation. (Art. VIII, sec. 5. ) 

STATUTE PROVISIONS. 

Railroad companies. 

Ad valorem ta^x,^ — Railroad companies pay ad valorem taxes on their franchises 

and on all property owned by them in the State, each county through which a 
road runs assessing and collecting the State and county taxes on the number of 

J Laws of 1897, pp. 74-77. 3 Revised Statutes of Texas (1896) , pp. 1034-1036. 

^Ibid., chap. 6. 
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miles of line and superstmcture within its limits. The total value of rolling 
stock owned and used in the State by each company is listed with the assessor of 
the county in which its principal ofl&ce is located. The total rendition is for- 
warded to the State controller, who apportions the value among the counties on 
a pro rata mileage basis. This valuation is then added to the valuation of the 
other property of the road and is the basis for State and local taxes. 

Occupation tax.^ — Railroad companies also pay to the State an occupation tax 
of 1 per cent on gross receipts from passenger travel. This tax is paid quarterly to 
the controller on a sworn statement by authorized officers of the various com- 
panies. Steamboat and stage companies pay the same tax. 

Telegraph and telephone companies. 

Telegraph companies pay a tax of 1 cent on every full-rate message sent between 
points in the State and a tax of one-half cent on other than full-rate messages, in 
addition to the usual local property taxes. ^ 

Telephone companies annually pay the State a tax of 23 cents per telephone in 
use in the State. ^ 

Sleeping-car and express companies. 

Sleeping-car companies pay a State tax of one-fourth of 1 per cent on the value 
of their capital stock in use in the State. The valuation is determined on a pro 
rata mileage basis, and the value of all property other than rolling stock is 
deducted.'* There is also a State tax of 2^ per cent on gross receipts from pas- 
senger traffic in the State. ^ 

Express companies pay a State tax of 1^ per cent on gross receipts from traffic 
in the State.® 

All sleeping-car and express companies are subject to the usual local property 
taxes. 

UTAH. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The State shall neither loan its credit to nor subscribe to stock or 
bonds in any railroad, telegraph, or other private enterprise. (Art. VI, sec. 31.) 

The legislature shall not release any individual or corporation from its liability 
to the State or to any local division thereof. (Art. VI, sec. 27 ) 

Uniform tax on property. — There shall be a uniform and equal rate of assess- 
ment and taxation on all property in the State. Every person and corporation 
shall be taxed in proportion to value of property. (Art. Xlll, sec. 3.) 

All persons and corporations doing business in the State shall be subject to tax- 
ation for State and local purposes on all their property. (Art. XIV, sec. 10.) 

Rolling stock shall be considered and taxed as personalty. (Art. XII, sec. 14.) 

Income, license, and franchise taxes. — The legislature may levy a stamp tax, and 
taxes based on income, occupation, licenses, franchises, or mortgages. (Art. XIV, 
sec. 12.) 

Loca2 aid. — The legislature shall not authorize any local division to loan its 
credit or subscribe to stock or bonds in any railroad, telegraph, or other private 
enterprise. (Art. VI, sec. 31.) 



STATUTE PROVISIONS. 

Railroad companies.'' 

Listing, valuation, etc. — The officials of railroads operating in more than one 
county are required to make annual reports to the State, setting forth all their 
property and its value. On the basis of these reports the various companies 
are assessed by the State board of equalization on their property and franchises. 
Boiling stock is valued on a pro rata mileage basis. The total valuation is appor- 
tioned among the counties for the computation and collection of the tax. 

Local taxation. — Railroad lands not employed for operating purposes are locally 
assessed and taxed. There is also a local tax on the values apportioned by the 
State. 

Telegraph, telephone, car, and depot companies.^ 
These companies are taxed like railroads. 



1 Revised Statutes of Texas (1895), p. 1019. 
a Ibid., pp. 1019., 1031. 
» Ibid., p. 1075. 
* Ibid., p. 1076. 



» Laws of 1897, p. 170. 
« Laws of 1895, chap. 32. 

7 Laws of 1899, pp. 102-103. 

8 Ibid., pp. 102-I<fe. 



72 



VERMONT. 

CONSTITUTIONAL PROVISIONS. 



Nothing specific. 



STATUTE PROVISIONS. 

Railroad companies.^ 

Listing , valuation, etc. — Railroad companies are required to make full returns, 
not more frequently than biennially, to the commissioner of Stat« taxes, who 
appraises the value of the railroad property, including the corporate franchise. In 
the case of interstate roads, the valuation is determined on a pro rata mileage 
basis. The rate of the tax is seven-tenths of 1 per cent. 

Alternative gross earnings tax. — Railroad companies may pay in lieu of the tax 
on property and franchise a tax of 2^ per cent on gross earnings from business 
done in the State, including a pro rata mileage portion of interstate earnings. 

Telegraph and telephone companies.^ 

Telegraph companies are taxed on the value of property and franchise as fol- 
lows: 60 cents per mile of poles and the first line of wire; 40 cents per mile on 
each additional wire. 

In lieu of this tax, telegraph companies may pay a tax of 3 per cent on their 
gross earnings from business done in the State. 

Telephone companies pay a tax of 3 per cent on their gross earnings from busi- 
ness done in the State. 

Express and sleeping-car companies.^ 

Express companies pay a tax of 4 per cent on their gross earnings from business 
done in the State. 

Sleeping-car companies pay a tax of 5 per cent on their gross earnings from 
business done in the State. 

Steamboat, car. and transportation companies.'* 

All such companies incorporated under the laws of the State pay a tax of seven- 
tenths of 1 per cent on an appraised valuation of their property and corporate 
franchises, or in lieu thereof a tax of 2 per cent on their entire gross earnings. 

License tax.^ 

All corporations doing business in the State and all incorporated in the State 
pay an annual State license tax of $10 if their respective capitals are $50,000 or 
less, and of $5 for each additional $50,000 of capital, the total tax not to exceed $50. 

Local taxation ^ 

The real and personal estate of all transportation companies not used for 
operating purposes is appraised by the listers of the towns like the property of 
individuals. 

Powers of commissioner of State taxes J 

This officer is empowered by law to summon witnesses, and to examine corpo- 
ration books, papers, etc., to assist in reaching correct valuations for purposes of 
taxation. 

VIRGINIA. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement. — The State shall not engage in nor be a party to works 
of internal improvement otherwise than in the expenditure of grants to the State 
of land and other property. (Art. X, sec. 15.) 

State aid. — The credit of the State shall not be granted in aid of any person, 
association, or corporation. (Art. X, sec. 12. ) 

The State shall not be interested in the stock of any corporation. (Art. X, 
sec. 13.) 

The liability of any corporation to the State shall not be released nor dimin- 
ished. (Art. X, sec. 21. ) 

Uniform tax on property. —Tskxation shall be uniform. All property shall be 
taxed according to its value. (Art. X, sec. 1. ) 



1 Vermont Statutes, Title 10, sees. 567-564. ^Ibid., sec. 575. 

2 Ibid., sees. 566-568. e Ibid., sees. 69(K692. 

3 Ibid. , secs..569-571. " Ibid. , sees. 368-373, 593. 
*Ibid., sees. 572-^74, 
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Business capital. — The capital invested in all business operations shall be 
assessed and taxed as other property. Assessments upon stock shall be according 
to the market value thereof. (Art. X, sec. 4. ) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing^ valuation, etc. — Railroad companies are required to make annual returns 
to the auditor of public accounts, setting forth their entire property and their 
gross receipts and net earnings from operation. The auditor is empowered to 
examine corporation books and papers. The board of public works appraises all 
railroad property. The taxes on this appraisement are paid into the State 
treasury. 

Ghross receipts tax. — Railroad companies also pay a tax on gross receipts to pay 
the expenses of the railroad commission. 

Local taxation. — Railroad real estate not in the right of way, including depots 
and other buildings, is locally assessed and taxed. 

Telegraph and telephone companies.^ 

These companies are taxed on their property for State and public school 
purposes. 

Telegraph companies pay in addition a license tax of $2 per mile of poles, and 2 
per cent on gross earnings from business done in the State. 

Telephone companies pay in addition a license tax, .as follows: 

Those using 600 instruments or less, 50 cents on each instrument. 

Those using between 600 and 1,000 instruments, 75 cents on each instrument. 

Those using between 1,000 and 2,000 instruments, $1 on each instrument. 

Those using more than 2,000 instruments, $1.50 on each instrument. 

BzpreBS and navigation companies.' 

These companies are assessed on their property by the State, and pay the usual 
property taxes. Express companies in addition pay an annual State license tax, 
as follows: Those operating over 1,000 miles or more in the State, $500; less than 
1,000 miles, $300. 

Sleeping-car companies.^ 

These companies are taxed by the State for State and public school purposes. 
The tax is based on a pro rata mileage proportion of their capital stock. They 
also pay the usual local property taxes. 

Canal companies.'' 
These companies are assessed and taxed on their property like railroads. 

WASHINGTON. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation. — The power to tax corporations and corporate property 
shall not be surrendered or suspended by the State. (Art. VII, sec. 4.) 

State aid. — The credit of the State shall not be extended in aid of any person, 
association, or corporation. (Art. VIII, sec. 5.) 

Uniform ta^ on property. —There shall be a uniform and equal rate of assess- 
ment and taxation on all property in the State. (Art. VII, sec. 2.) 

Corporations. — Corporate property shall be taxed as nearly as may be by the 
same methods as are followed in taxing individual property. (Art. VII, sec. 3.) 

Rolling stock shall be considered and taxed as personal property. (Art. XII, 
sec. 17.) 

Local aid. — No local division shall give any money or property, loan its money 
or credit, or become the owner of stock or bonds in aid of any company or corpo- 
ration. (Art. Vni, sec. 7.) 

STATUTE PROVISIONS. 

Railroad companies.'^ 

Listing, valuation^ etc. — Railroad companies are required to return to the State 
auditor schedules of their entire property of operation, capital stock, eamines, 
expenses, and indebtedness. The property is then assessed for State taxes by the 
State board of equalization. 



1 Laws of 1897-98, pp. 78-^0; also Code of 1887, sec. 1312. 

2 Laws of 1899-1900, pp. 53.5-536. 

3 General Laws of virgmia, 1881-% (Po\\aT<i>,^^.*Jaa»^\.%«iiQ^. 
* Laws of 1897-98, pp. 78-80; also Code oil^Sl ,«fet A'iVI. 

fi Laws oi 1897, pp. 149-153. 
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Local taxation. — Railroads are locally assessed and taxed on all their property, 
on the basis of annual lists which they are required to make in each county. 
Rolling stock is valued on a pro rata mileage basis. 

Telegraph and telephone companies.^ 

The property of these companies is taxed like the property of individuals. They 
are required to return annual schedules to the county assessors. These schedules 
are transmitted to the State auditor. 

Express, transportation, and stage companies.^ 
These companies are taxed on their personalty in the counties where it is kept. 

WEST VIRGINIA. 

CONSTITUTIONAL PROVISIONS. 

State aid. — The credit of the State shall not be granted in aid of any individual 
or corporation, nor shall the State ever assume the debts of any individual or cor- 
poration, nor shall the State become a stockholder in any company or association. 
(Art. X, sec. 6.) 

Uniform ta^ on property. — Taxation shall be equal and uniform on all property 
throughout the State. (Art. X, sec. 1. ) 

• 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, etc. — Railroad companies are required to make detailed 
annual reports to the State auditor, setting forth property of operation, capital 
stock, bonded debt, earnings, and expenditures. On the basis of these returns, 
after approval by the board of public works, who have access to corporation 
books and papers and may examine corporation witnesses, the State auditor sets 
a valuation upon railroad property and apportions the same among the local tax 
districts, where the tax is computed at the usual rate and certified to the Stat^ 
auditor. The total taxes are then paid into the State treasury. 

Local taxation. — Railroad real estate not employed for purposes of operation is 
locally assessed and taxed. Each local district also receives its share of the taxes 
paid into the State treasury. 

Telegraph and express companies.'* 

The property of domestic telegraph and express companies is assessed and taxed 
like other property in the State. Foreign telegraph and express companies pay a 
State tax of 2 per cent on their gross receipts from business done in the State. 

Other transportation and transmission companies.^ 

Incorporated transportation and transmission companies, ottier than railroad, 
telegraph, and express companies, are locally taxed as follows: Real estate is taxed 
as in other cases. The value of the capital is determined and taxed by the follow- 
ing method: The aggregate value of personal property (not exempt from taxa- 
tion) wherever situated, and including moneys, credits, and investments, is 
determined, and after deductions have been made for all amounts owed by such 
company as principal debtor, the remaining sum is taxed at the usual rate. 

WISCONSIN. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement. — The State shall never contract any debt for works of 
internal improvement, nor be a party to caiTying on such works, except where 
grants of land or property have been made to the State for that purpose. (Art. 
VIII, sec. 10.) 

State aid. — The credit of the State shall never be given or loaned in aid of any 
individual, association, or corporation. (Art. VIII, sec. 2.) 

Uniform ta^ on property . — Taxes shall be uniform, and upon such property as 
the legislature shall prescribe. (Art. VIII, sec. 1.) 

1 Laws of 1897, p. 164. ■♦ Ibid,, Chap. XXXIV. 

2 Ibid., p. 142. ftlbid., Chap. XXIX, sec. 64. 
a Code of West Virginia, Chap. XXIX, sec. 67. 
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STATUTE PROVISIONS. 

Railroad companies.^ 

State taxation. — Railroad companies are required to make anmial returns to 
the State treasurer, showing their gross earnings for the year, and specifying the 
earnings per mile of line. '* License fees" are then levied on gross earnings as 
follows: 

4 -per cent on total gross earnings of $3,000 or more per mile. 

3^ per cent on total gross earnings between $2,500 and $3,000 per mile. 

3 x)er cent on total gross earnings between $2,000 and $2,500 per mile. 

2^ per cent on the excess above $1,500 per mile, plus $5 per mile when gross 
eammgs are between $1,500 and $2,000 per mile; $5 per mile when gross earnings 
are less than $1,500 per mile. 

Railroads built on pile and pontoon bridges pay at the special rate of 2 per cent 
on their gross earnings. 

Local taxation. — There is no local tax on railroads, except that lands owned by 
railroad companies, but not used for railroad purposes, are assessed and taxed like 
similar property of individuals. 

Telegraph and telephone companies. 

Telegraph companies pay a State tax as follows: On a single wire, $1 per mile; 
on a second wire, 50 cents per mile; on a third wire, 25 cents per mile, and on 
each additional wire 20 cents per mile.'-' 

Telephone companies pay a State tax of 3 per cent on gross earnings of $100,000 
or over and 2^ per cent on gross earnings under $100,000.^ 

Express, sleeping car, equipment, and freight line companies.-* 

These companies are required to make annual returns to the State treasurer, 
who puts such returns before the State board of assessment. The tax is assessed 
on a pro rata mileage portion of capital stock, with certain deductions. In the 
case of express companies, deduction is made for real estate situated and taxed 
outside of the State and for personalty not used in the express business; in the 
case of sleeping car and equipment companies, for real estate situated and taxed 
outside of the State; and in the case of freight-line companies, for real estate 
situated in the State. 

WYOMING. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement. — The State shall not engage in works of internal 
improvement unless authorized by a two- thirds vote of the people. (Art. XVI, 
sec. 6.) 

State aid. — The le^slature shall not authorize the State to contract any debt in 
constructing any railroad or to loan its credit in aid of the same. (Art. Ill, 
sec. 39.) 

The State shall not loan its credit or make donation to any railroad or telegraph 
line. (Art. X, sec. 5. ) 

The State shall not loan its credit, make donations, or subscribe to stock in aid 
of any individual, association, or corporation. (Art. XVI, sec. 6.) 

Uniform taxation — Listing, etc. — All taxation shall be equal and unifoi*m. 
(Art. 1, sec. 28.) 

All lands and improvements thereon shall be listed and assessed separately. 
(Art. XV, seel.) 

Railroada. — There shall be a State board, consisting of the auditor, treasurer, 
and secretary of state, which shall assess at their actual value the franchises, 
roadway, roadbed, rails, and rolling stock of all railroads and other common car- 
riers. This valuation shall be apportioned among the counties as tha basis of 
taxation. (Art. XV, sec. 10.) 

Reports of railroad companies. — All railroads operating in the State must make 
annual reports of their business, as the legislature may prescribe. (Art. X, sec. 3. ) 

Local aid. — The legislature shall not authorize any county to contract any debt 
in constructing any railroad, or to loan its credit in aid of the same. (Art. Ill, 
sec. 39.) 

No local division shall loan its credit or make donation to any railroad or tele- 
graph line. (Art. X, sec. 5. ) 

- No local division shall loan its credit, make donations, or subscribe to stock in 
aid of any individual, association, or corporation. (Art. XVI, sec. 6. ) 



1 Revised Statutes of Wisconsin, sees. 1211-1215. *1\A^., sftSi. \*a2ja. 

*/Wd., see. 1216. ^Ian?^ olVWift, <i>aa.^%.\>XAX^. 
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STATUTE PJJOVISIONS. 

Railroad companies.^ 

Listing, valiiation, etc. — Railroad companies are required to make annual 
reports to the State board of equalization, setting forth all property of operation. 
On the basis of these reports a valuation is determined covering property and 
franchises, and is apportioned among the local districts for the compu&tion and 
collection of the tax. 

Local taxation. — Railroad real estate not employed for purposes of operation is 
locally assessed and taxed. There is also a local tax on the values apportioned by 
the State. 

Telegraph and sleeping car companies.^ 
These companies are taxed like railroads. 
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TABIiE n.—METHODS OF SECURING LOCAL REVENUES FROM RAIL- 
ROAD TAXATION. 



From loeal tax on-— 


No local tax. 


From distribution of State 
tax. 


Qeneral property. 


Property not in right of 
way. 


Alabama. 

Arizona. 

Arkansas. 

Colorado. 

Florida. 

Georgia. 

Idaho. 

Illinois. 

Indiana. 

Iowa. 

Kansas. 

Kentucky. 

Louisiana. 

Maryland. 

Mississippi. 

Missouri. 

Montana. 

Nebraska. 

Nevada. 

New Mexico. 

New York. 

North Carolina. 

North Dakota. 

Ohio. 

Oklahoma. 

Oregon. 

Rhode Island. 

South Carolina. 

South Dakota. 

Tennessee.* 

Texas. 

Utah. 

Washington. 

Wyoming. 


California. 

Connecticut. 

Delaware. 

Maine. 

Massachusetts. 

Michigan. 

New Hampshire. 

New Jersey. 

Pennsylvania. 

Vermont. 

Virginia. 

West Virginia. 


Minnesota.^ 
Wisconsin.^ 


California. 
Maine. 

Massachusetts. 
New Hampshire. 
New Jersey. 
West Virgmia. 

• 



1 There is a local tax on lands owned by railroads, such as have been subject to grant either by the 
state or by the United States. 

2 Lands used by railroad companies but not used in any way for railroad purposes are assessed and 
taxed like th6 similar property of individuals. 

8 Not including "distributable property." There are, however, local license taxes on railroads. 
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